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REGULATIVE         AGENCIES 
Part  I 

T.he._Regulatory  Process . 

Viewed  in  the  abstract,  regulation  is  largely  a  matter  of  determining 
the  facts  and  making  a  decision  either  to  apply  or  not  to  apply  a  rule  of  law  or 
public  policy.  Regulation  looks  simple,  but  it  is  in  reality  one  of  the  most 
difficult  things  which  public  officials  have  to  do.  Often  the  "facts"  dealt  with 
in  regulation  must  be  deduced  from  obscure  and  conflicting  evidence.  Facts  are 
frequently  in  dispute,  and  concealment  or  distortion  of  data  is  a  normal  problem. 
To  get  the  basic  information  it  is  necessary  to  audit,  examine,  inspect,  investi- 
gate, receive  and  consider  reports,  or  hear  and  cross  examine  witnesses.  After 

.  nsidering  all  the  evidence  so  secured,  the  facts  are  "determined"  and  a  decision 

5  made  to  issue  a  license,  permit,  certificate,  order,  or  to  take  other  formal  act-] 
During  this  process  and  even  long  before  administrative  action  begins, 
persons  who  will  be  directly  affected  by  the  ultimate  decision  attempt  \y   a  wide 
variety  of  methods  to  influence  the  determination  and  the  decision.  Regulation  is 
in  effect  a  two-way  process.  The  regulated  attempt  to  regulate  the  regulators,  arc 
they  are  not  infrequently  successful.  Public  officials  must  act  through  more  or 
less  formal  steps  carefully  prescribed  so  as  to  be  fair  to  the  regulated  at  all 

:imes,  and  to  make  sure  that  the  final  decision  is  supported  by  the  facts  and  is 

iot  arbitrary  or  unreasonable.  Those  who  may  oppose  regulatory  action  are  not  so 
constrained.  All  means  may  be  employed  which  are  not  prohibited  by  law,  the 

egulated  may  attack  the  basic  law,  the  appropriations  of  the  regulatory  agency, 
ox  even  the  character  of  the  responsible  officials.  They  may  appeal  to  reason  or 

jp-otion.  They  may  marshal  great  masses  of  evidence  or  they  may  destroy  and  con- 
il  it.  They  may  rely  upon  a  campaign  to  influence  and  stimulate  public  opinion 

r  they  may  appeal  to  the  courts  at  every  step  to  set  aside  or  reverse  the 
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administrative  decisions.  The  tone  at  times  is  bitterly  hostile,  at  others 
smoothly  ingratiating.  The  point  is  not  that  any  of  these  actions  is  of  itself 
right  or  wrong — the  point  is  that  regulation  is  and  always  will  be  an  intensely 
political  process  even  while  it  increasingly  requires  expertness,  professional 
competence,  and  absolute  integrity. 

Regulation  is  in  all  cases  the  result  of  public  recognition  of  a  problem 
deemed  so  serious  that  positive  action  must  be  taken.   Increasingly  it  tends  to  be 
preventive  in  character.   The  object  is  to  secure  compliance  with  public  policy, 
to  avoid  rather  than  remedy c  Control  not  punishment  is  the  purpose.  A  new 
regulatory  program  usually  has  its  origin  in  a  situation  which  is  so  dangerous  or 
so  alarming  that  there  is  a  strong  public  raction.  Widespread  public  support  and 
strong  feeling  normally  make  for  a  vigorous  beginning.  Thereafter  public  interest 
tends  to  wane,  and  the  public's  problem  is  to  maintain  sufficient  vitality  in  the 
esponsible  administrative  agency  to  cope  with  the  vigorous  counter  measures  of 
che  regulated  interests.  Well  established  judicial  institutions  prevent 
administrative  abuse  of  power — most  effectively  where  property  rights  are  at  stake. 
But  maintenance  of  adequate  vigor  in  administrative  regulation  depends  upon 
political  and  administrative  institutions. 

The  development  of  public  policy  in  many  fields  of  regulation  proceeds 
by  fits  and  starts.  Nothing  may  be  done  about  an  issue  until  it  becomes  serious. 
An  administrative  body  is  then  created  with  responsibility  for  regulation,  and  the 
normal  tendency  is  to  leave  it  in  splendid  isolation  until  some  new  crisis  attracts 
general  attention  again.  Consequently  the  lessons  of  experience  instead  of  being 
fed  back  into  the  process  of  making  policy  are  lost.  The  advantages  of  a  smooth 
evolution  of  policy  are  missed  and  public  policy  seems  always  to  lag  behind  events. 
Progress  in  many  fields  of  public  policy  depends  upon  learning  from  experience;  and 
-,he  cost  of  delay  is  failure.   Not  a  little  of  the  Federal  centralization  of  recent 
decades  may  be  attributed  to  the  failure  of  state  governments  to  act  with 
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sufficient  promptness,  or  sufficient  vigor  to  deal  effectively  vith  emerging 
problems . 

The  failure  of  regulation  as  an  indirect  and  economical  method  of 
carrying  forward  public  policy  also  paves  the  way  for  more  direct  and  laborious 
methods.  When  governmental  efforts  fail  to  get  others  to  take  action  which  is 
imperative,  we  usually  find  that  the  government  itself  will  be  authorized  to  act. 
The  failure  of  liquor  control  in  some  states  has  put  those  state  governments  into 
the  liquor  business.  The  failure  of  regulation  in  the  public  utility  field  has 
put  many  municipalities,  some  states  (through  public  utility  districts),  and  the 
Federal  Government  into  the  public  utility  business,,  The  moving  force  here  is  not 
socialism  but  pragmatism. 

Differences  in  the  Field  of  Regulation . 

Although  there  are  similarities  in  methods  and  formal  techniques  through- 
cut  the  field  of  regulation,  the  regulative  agencies  discussed  in  this  report  are 
not  a  single  unified  body.   Differences  in  the  nature  of  their  problems,  in  the 
groups  with  which  they  deal,  and  in  the  primary  purpose  of  regulation  separate  them 
into  four  groups : 

1.  In  the  Banking  Department,  Insurance  Department,  and  Public  Utilities 
Commission,  public  authorities  are  dealing  with  complex  economic  problems  of  a 
relatively  small  number  of  business  units  and  are  primarily  responsible  for  pro- 
tecting the  public  against  exploitation  or  losses  which  might  follow  unsound 
business  policy. 

2.  The  Milk  Administrator's  problems  are  also  economic  in  character,  but 
his  primary  objective  is  to  protect  milk  producers  from  low  prices  rather  then  the 
public  from  high  prices.  Milk  producers  are  also  'a  discrete  group,  with  their  own 

p.culiar  problems,  affiliated  with  the  farm  community  rather  than  the  business 
trld. 

3.  In  the  Department  of  Motor  Vehicles  and  in  the  regulative  phases  of  the 
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work  of  the  Department  of  Aeronautics,  public  officials  are  dealing  with  a  large 
number  of  individuals  in  an  attempt  to  insure  their  physical  safety  and  the  safety 
of  others,  in  operating  a  large  number  of  automotive  vehicles.  Closely  related 
objectives  are  to  make  it  possible  to  hold  owners  and  operators  responsible  for 
the  use  of  such  potentially  dangerous  machinery,  and  to  secure  revenue. 

4.  The  Liquor  Control  Commission  is  engaged  in  a  type  of  regulation  in 
which  a  morals  emphasis  has  always  been  dominant  because  of  the  long  recognized 
dangers  of  abuse  and  excess.  The  basic  problems  to  be  dealt  with  have  perhaps 
changed  as  little  as  in  any  field  of  regulation,  although  new  purposes  and 
activities  have  been  added  to  the  regulatory  program.  The  Athletic  Commissioner  is 
engaged  in  regulation  of  a  commercial  sport  ('boxing  and  wrestling)  which  apparently 
lacks  the  vitality  to  regulate  itself.  The  safety  of  participants  and  the  pro- 
tection of  both  participants  and  public  from  fraud  are  apparent  objectives,  but  a 
morals  emphasis  is  also  evident. 

Findings — General . 

Findings  with  reference  to  each  regulated  agency  will  be  discussed  in 
Part  II  of  this  report.  The  following  points,  however,  concern  all  the  agencies 
and  have  a  bearing  upon  the  present  and  the  proposed  organization  of  their 
activities: 

1.  Each  agency  tends  to  operate  as  an  isolated  unit,  going  ahead  with 
its  program  with  little  consideration  of  its  effect  upon  other  fields  of  State 
activity  and  with  little  stimulation  or  assistance  from  other  related  programs. 
In  business  regulation,  for  example,  there  is  almost  no  sharing  of  ideas,  experi- 
ence, information,  or  staff  skills.  There  is  no  attempt  to  discover  the  condition 
of  Connecticut  business  in  general  or  to  consider  the  welfare  of  Connecticut's 
economy  as  a  whole.  The  mode  of  operation  seems  to  imply  that  each  segment  of  the 
business  world  is  independent  of  all  others. 

2.  The  contacts  of  each  agency  with  the  public  are  largely  limited  to 
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people  in  the  field  which  it  regulates.  Fach  must  be  continually  aware  through 
personal  contacts  of  the  special  interest  which  dominates  the  field — the  general 
public  interest  tends  to  be  an  abstraction  not  readily  identified  with  people  who 
appear  in  the  flesh.  Some  of  these  special  interests  are  well  organized,  and 
vigorously  represented. 

3.  The  regulative  agencies  generally  do  not  have  close  contacts  or  even 
very  much  personal  contact  at  all  with  the  Governor  or  his  staff.  They  do  not 
regularly  and  normally  pass  on  to  him  information  or  ideas  growing  out  of  their 
work  which  might  have  a  bearing  upon  the  public  policy  of  the  State  as  a  whole. 
Nor  do  they  normally  receive  from  the  Governor  stimulation,  guidance,  or  super- 
vision. Their  contacts  with  "politics"  are  chiefly  through  pressure  groups  and 
through  committees  of  the  legislature  which  not  infrequently  reflect  a  point  of 
view  similar  to  that  of  pressure  groups.  It  is  only  through  this  latter  channel 
that  their  operating  experience  is  made  available  for  political  consideration  and 
iecision  in  matters  of  public  policy. 

U.     The  regulative  agencies  generally  lack  staff  facilities  for  necessary 
analytical  and  interpretive  work.  The  personnel  of  these  agencies  tend  to  be  so 
heavily  engaged  in  routine  operating  duties  that  they  scarcely  have  time  to  think. 
The  agencies  engaged  in  business  regulation,  for  example,  have  almost  no  economic 
or  statistical  staff.  They  are  not  equipped  to  make  an  intelligent  analysis  of 
their  own  operations,  or  trends  or  problems  in  the  business  which  they  are  regu- 
lating, or  of  relevant  conditions  in  the  business  world  generally. 

5.  Within  a  narrow  and  rigidly  limited  frame  of  reference  for  each 
program,  the  regulative  agencies  operate  with  varying  degrees  of  competence. 
Judged  by  standards  of  technical  proficiency  and  industrious  conduct  of  routine 
.jperations,  the  average  performance  is  high.   Where  the  regulative  agencies  tend 
to  fall  short  is  in  ability  to  get  beyond  their  routines — to  reconsider  their 
methods  and  policies,  to  identify  new  steps  that  should  be  teken  and  old  procedures 
that  should  be  abandoned  or  revised. 
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These  points  have  a  bearing  on  the  benefits  which  may  be  expected  from 
reorganization  of  regulative  agencies.  Except  in  these  few  instances  where  per- 
formance is  low,  the  efficiency  of  routine  operation  will  not  be  greatly  increased. 
Nor  is  there  duplication  of  work  or  wastage  of  personnel  to  be  corrected  which  will 
result  in  large  economies. 

The  benefits  of  reorganization,  and  they  could  be  substantial,  are  to  be 
derived  chiefly  through  a  broader  and  more  realistic  approach  to  problems,  through 
increased  alertness  in  recognizing  needs,  and  through  a  better  integration  of 
related  activities.  Reorganization  could  help  materially  to  overcome  the  apathy, 
the  pettiness,  and  the  lack  of  vision  which  have  crippled  so  many  state  govern- 
ments during  the  past  three  decades  of  rapid  economic  and  social  change. 

Fundamental  Issue . 

It  is  clear  to  anyone  who  has  struggled  with  problems  of  state 
administrative  organization  that  there  are  several  ways  in  which  the  numerous 
activities  that  have  been  undertaken  one  at  a  time  over  a  period  of  years  may  be 
organized  more  effectively.  It  is  frequently  apparent  also  that  there  are  several 
almost  equally  advantageous  ways  in  which  a  field  of  activity  may  be  organized. 
The  basic  question  concerns  not  the  details  of  organizational  arrangements,  but  the 
scope  and  purpose  of  reorganization.  Here  there  is  a  choice  between  two  courses  of 
action.   One  is  to  consolidate  as  many  organizational  units  as  possible  that  seem 
to  be  similar  in  the  hope  of  increasing  efficiency  and  achieving  economies.  Results 
are  usually  disappointing;  for  the  real  consolidations  that  can  be  accomplished  are 
few;  programs  are  sufficiently  different  and  sufficiently  extensive  to  require 
their  own  specialized  personnel.  The  number  of  "major  departments"  continues  to  be 
large;  and  the  new  department  heads  tend  to  go  on  pretty  much  as  their  predecessors 
aid  before  them. 

The  alternative  course  of  action  is  to  strike  boldly  for  an  organization 
<f  a  new  pattern  in  order  to  revitalize  the  State's  ability  to  deal  with  broad 
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questions  of  policy  and  to  achieve  a   unity  and  competence  in  program  building  that 
it  has  never  had  before.  Under  this  plan  as  many  "consolidations"  as  are  feasible 
would  be  made  among  the  operating  organizations,  but  the  plan  would  not  stop  there. 

Underlying  a  choice  of  the  first  or  the  second  course  of  action  is  an 
assumption  as  to  the  State's  future.  If  one  assumes  that  the  States  have  "shot 
their  bolt,"  that  State  activities  have  stabilized  (nothing  to  be  discontinued  and 
nothing  new  to  be  started),  and  that  the  initiative  in  dealing  with  public  prob- 
lems has  passed  entirely  to  the  Federal  Government,  then  there  is  no  point  in 
attempting  anything  but  a  piecemeal  consolidation  along  traditional  lines.   If  it 
is  assumed,  however,  that  the  States  have  a  real  future,  that  they  can  greatly  aid 
the  prosperity  of  their  economy  and  the  happiness  of  their  people  fey  their  own 
efforts;  if  it  is  assumed  that  the  problems  created  by  the  changed  commerce,  the 
dynamiG  developments  in  industry,  and  the  restless  migration  of  corporations  and 
of  people  are  not  to  be  left  to  the  salvage  operations  of  Uncle  Sam,  then  it  is 
reasonable  to  break  with  the  traditional  approach  and  tackle  the  problem  of 
organization  freshly. 

Recommendations — A  Basic  Plan . 

Study  of  the  regulative  agencies  (Unit  #9)  against  the  background  of 
conditions  in  Connecticut  and  the  present  status  of  state  government  generally 
leads  to  the  conclusion  that  the  bolder  course  of  action  is  preferable.  We  recom- 
mend a  plan  of  organization  along  the  following  lines: 

1.  Create  a  few  large  clusters  of  agencies  in  a  small  number  (preferably 
not  more  than  five  or  six)  of  broad  program-departments.   (There  would  be  one  or 
two  additional  departments  for  auxiliary  staff  activities  or  service  operations). 

2.  Create  a  new  echelon  of  leadership  to  head  these  new  departments,  not 
to  take  over  the  duties  of  existing  department  heads,  but  to  do  what  the  latter  are 
not  doing  and  probably  cannot  be  expected  to  do. 
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3.  Establish  as  the  primary  function  of  each  member  of  the  new  echelon 
positive  responsibility  for  leadership  in  program-building  in  his  broad  area.   It 
should  be  his  job  to  see  that  the  experience  and  expertise  of  the  operating 
departments  in  his  field  of  responsibility  are  fully  utilized,  that  obsolete 
activities  and  procedures  are  discontinued,  that  action  is  taken  to  deal  with  new 
problems.  This  would  require  him  to  work  closely  with  the  Governor  and  to  take 
primary  responsibility  for  formulating  and  explaining  to  legislative  committees 
and  to  the  public  recommended  changes  in  public  policy.  His  function  would  be 
political  in  the  best  sense  of  the  term. 

U*     Make  the  head  of  a  new  program-department  responsible  also  for 
seeing  that  the  operating  departments  under  him  work  together  as  effeatively  as 
possible  in  carrying  out  established  policy  as  well  as  in  program  building.  His 
function,  however,  would  be  to  "see  that"  there  is  effective  administration;  it 
would  not  be  to  direct  the  day  to  day  work  of  a  constituent  operating  department. 
His  point  of  view  and  supervisory  role  would  be  much  more  like  that  of  the  Governor 
than  like  that  of  the  heads  of  his  constituent  operating  departments. 

5.  Provide  for  the  head  of  each  new  program-department  adequate  staff 
facilities  to  review  and  analyze  the  problems  as  well  as  the  operations  'of  the 
operating  departments  under  him.  These  staff  facilities  should  include  persons 
professionally  competent  to  assist  him  in  (a)  reviewing  program  plans,  (b)  proposing 
budget  estimates,  (c)  accounting  for  funds,  (d)  analyzing  such  action  documents  as 
are  presented  to  him  for  his  information  or  approval,  and  in  (e )  improving  adminis- 
trative organization  and  methods  in  his  area,   (f )  The  larger  program-departments 
would  also  need  a  personnel  officer. 

The  staff  should  be  adequate  to  undertake  simple  research  projects  or 
other  critical  studies  that  are  needed  for  intelligent  program  plnnning  and  for 
evaluation  of  operations.  Operating  departments  today  tend  to  lack  staff  facilities 
of  all  sorts.  Many  are  too  small  to  afford  competent  specialists.  The  larger 
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program-departments  could  provide  this  service  and  complementary  point  of  view 
which  are  needed.  The  staff  facilities  proposed  should  be  established  on  a  pro- 
fessional basis  within  the  merit  system. 

6.  Indicate  the  difference  in  the  function  of  heads  of  program-departments 
and  the  function  of  heads  of  operating  departments  by  statutory  provisions  governing 
appointment,  tenure,  and  salary  as  well  as  duties.  Heads  of  program-departments 
should  be  appointed  by  the  Governor  subject  to  confirmation  by  simple  majority  vote 
of  the  Senate.  They  should  serve  at  the  pleasure  of  the  Governor  and  be  removable 
at  his  discretion.  The  Governor  should  have  power  to  make  interim  appointments. 
Salaries  should  be  fixed  at  a  level  only  a  little  under  that  of  the  Governor, 
perhaps  $20,000. 

Heads  of  operating  departments  should  be  appointed  by  the  Governor  with- 
out legislative  confirmation.  It  would  normally  be  the  function  of  the  program- 
'•"apartment  head  to  select  and  recommend  to  the  Governor  for  appointment  the  heads 
if  operating  departments  in  his  area  of  responsibility.  Qualifications  for  these 
positions  should  be  established  by  statute  wherever  possible,  and  in  all  cases  the 
Governor  should  be  required  to  consider  only  competence  and  fitness  for  the  dueies 
of  the  office.  Whenever  possible,  and  the  personnel  program  of  the  state,  should 
help  to  make  it  possible  in  all  cases,  these  positions  should  be  filled  by  promotion 
from  within  the  civil  service  of  the  state.  Tenure  should  be  continuing,  subject 
to  retirement  at  a  relatively  early  age,  e.g.  63,  and  subject  to  removal  by  the 
Governor  after  notice  and  hearing,  and  a  finding  by  the  Governor  that  removal  is  in 
the  public  interest.  Removal  proceedings  should  be  subject  to  judicial  review  only 
e~  procedural  grounds.  The  exercise  of  discretion  by  the  Governor  should  not  be 
?ahject  to  review  by  the  courts.   The  salaries  of  operating -department  heads  should 
').-.  fixed  at  $10,000  to  $16,000  depending  upon  the  character  of  the  responsibilities 

. -olved.   The  operating  departments  vary  in  importance  and  a  uniform  salary  would 
i1 i   inappropriate. 
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Although  terminology  is  frequently  a  matter  of  no  great  importance,  some 
care  should  be  exercised  in  renaming  departments  to  make  it  clear  that  there  is  no 
downgrading  of  operating  departments.  What  is  proposed  is  a  new  level  of  leader- 
ship for  the  enlarged  responsibilities  and  increased  activities  of  the  state.  An 
analogous  situation  was  the  growth  of  American  armed  forces  in  World  War  II.  When 
new  divisions  and  armies  were  created,  divisional  and  regimental  commanders  were 
not  reduced  in  rank  or  status.  But  rather,  new  and  higher  ranks  were  created  and 
higher  echelons  of  command  were  established  to  provide  unifying  leadership  for  the 
enlarged  forces.  It  is  recommended  that  the  names  of  the  more  important  operating 
departments  be  continued  with  little  or  no  change  and  that  new  titles  be  provided 
for  what  we  have  called  the  "program-departments." 

One  possibility  would  be  to  call  the  new  program-department  heads 
"secretaries,"  for  example: 

Secretary  for  Economic  Affairs. 

Secretary  for  Agriculture  and  Resources. 

Secretary  for  Public  Safety. 

Secretary  for  Public  Works  and  Properties. 

Secretary  for  General  Welfare. 
Similarly,  what  we  have  called  "program-departments"  need  not  be  called 
by  the  name  "department"  at  all.  They  could  be  called  "secretariates,"  e.g. 
^Secretariate  for  Economic  Affairs,"  etc.  But  if  it  is  preferred  to  call  them 
' departments, "  they  should  be  called  "Department  for  Economic  Affairs,"  etc. 
The  term  "secretariate"  will  be  used  below. 

* 

The  Regulative  Agencies — General  Recommendations. 

1.  There  should  be  established  a  new  Secretariate  for  Economic  Affairs, 


•  Detailed  findings  and  recommendations  regarding  each  of  the  regulative  agencies 
are  presented  in  Part  II  of  this  report.   The  bracketed  material  which  follows 
concerns  agencies  which  are  affected  by  the  plans  herein  proposed  but  which  are 
not  a  part  of  survey  unit  #9. 
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headed  by  a  Secretary  appointed  by  the  Governor  and  serving  at  his  pleasure,  as 
recommended  above. 

2.  The  Banking  Department  should  become  a  part  of  a  newly  constituted 
Secretariate  for  Economic  Affairs.  A  salary  of  $15,000  is  recommended  for  the  Bank 
Commissioner.   (Present  salary,  $9,000).  Powers  and  duties  now  vested  in  the 
Banking  Commission  (chartering  of  new  state  banks)  should  be  transferred  to  the 
Bank  Commissioner,  with  the  added  provision  that  issuance  of  new  state  bank 
charters  shall  also  require  the  written  approval  of  the  Secretary  for  Economic 
Affairs.  The  Advisory  Council  on  Banking  should  be  reconstituted  with  a  broader 
membership  to  include  several  non-bankers,  and  with  strictly  advisory  functions. 
Its  present  powers  with  reference  to  reserve  requirements  and  banking  personnel 
should  be  vested  in  the  Bank  Commissioner,  subject  to  the  provision  that  decisions 
of  the  Commissioner  with  reference  to  changes  in  reserve  requirements  and  the 
•'ithdrawal  of  banking  personnel  shall  require  the  written  approval  of  the  Secretary 
Au-  Economic  Affairs. 

3.  The  Insurance  Department  should  become  a  part  of  the  Secretariate  for 
"Economic  Affairs.  A  salary  of  $15,000  is  recommended  for  the  Insurance  Commissioner 
(Present  salary,  £9,000). 

4.  The  Public  Utilities  Commission  should  become  a  part  of  the  Secre- 
tariate for  Economic  Affairs.  The  following  internal  changes  should  be  made  in 
the  Commission: 

(a)  Administrative  authority  should  be  vested  in  the  chairman  as 
brad  of  the  agency  and  he  should  be  responsible  for  appointing,  directing,  and 

wpervising  the  staff.  The  chairman  should  be  designated  by  the  Governor  from  tha 
Members  of  the  Commission,  and  should  continue  to  serva  as  chairman  at  the 
'iovernor'  s  pleasure. 

(b)  The  Commission  as  a  whole  should  continue  to  hear  and  deoide 
•  :rmal  cases  brought  up  for  action. 
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(c)  The  position  of  executive  officer  should  be  established  vithin 
the  career  civil  service  immediately  subordinate  to  the  chairman  of  the  Commission 
to  assist  him  in  supervising  the  staff. 

(d)  Salaries  of  £15,000  for  the  chairman  and  £12,000  for  other 
members  of  the  Commission  are  recommended.   (Present  salaries,  $9,000). 

■5.      Other  agencies  or  functions  which  might  properly  be  included  in  the 
Secretariate  for  Economic  Affairs  are  the  Commissioner  of  Labor  and  Factory 
Inspection,  the  Workmen's  Compensation  Commission,  the  Unemployment  Commissioners, 
the  Labor  Wage  Boards,  and  the  function  of  issuing  charters  to  business  corporations 4 

6.  In  addition  to  the  normal  staff  facilities  provided  to  assist  the 
heads  of  new  program-departments,  the  Secretary  for  Economic  Affairs  should  havo 
a  small  but  highly  competent  economic  and  statistical  research  staff.  Their 
analysis  of  programs  and  operations,  of  economic  conditions  and  problems  in 
Connecticut,  and  their  reports  on  problems  and  trends  in  the  national  economy 
should  be  valuable  not  only  to  the  Secretary  but  also  to  the  operating  departments. 
The  latter  lack  facilities  for  economic  or  statistical  work  and  very  much  need  such 
assistance.   It  would  be  much  more  efficient  to  provide  one  strong  staff  for  this 
broad  area  of  economic  affairs  than  to  attempt  to  build  up  a  number  of  small 
staffs  in  the  several  operating  departments.  The  latter  would  be  eostly,  they  would 
not  attract  as  competent  personnel,  and  they  would  tend  to  be  drawn  into  day  to 

day  operating  duties.  A  staff  of  the  sort  recommended  would  probably  do  more  in 
the  course  of  time  to  tone  up  the  quality  of  administration  and  to  make  it  more 
effective  in  dealing  with  economic  affairs  than  any  other  single  step  that  could 
be  taken. 

7.  There  should  be  established  a  Secretariate  for  Agriculture  and 
Resources  headed  by  a  Secretary  appointed  by  the  Governor,  and  serving  at  his 
pleasure,  as  recommended  above. 

8.  The  Department  of  the  Milk  Administrator  should  become  a  part  of  the 
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Secretariate  for  Agriculture  and  Resources.  A  salary  of  $15,000  is  recommended 
for  the  Milk  Administrator.   (Present  salary,  $9,00'3). 

9.  Other  agencies  which  should  be  included  in  the  Secretariate  for 
Agriculture  and  Resources  are  the  Commissioner  of  Farms  and  Markets,  the  Agri- 
cultural Experiment  Station,  the  Regional  Marketing  Authority,  the  Board  of 
Fisheries  and  Game,  the  Park  and  Forest  Commission,  the  Commission  on  Forests  and 
Wild  Life,  the  Board  of  Shell  Fisheries,  the  Atlantic  States  Marine  Fisheries 
Commission,  the  Water  Commission,  the  Geological  and  Natural  History  Survey  Com- 
mission, and  the  Connecticut  Development  Commission. 

10.  There  should  be  established  a  new  Secretariate  for  Public  Works  and 
Properties,  headed  by  a  Secretary  appointed  by  the  Governor  and  serving  at  his 
pleasure  as  recommended  above. 

11.  The  function  of  developing  and  maintaining  Bradley  and  Trumbull 
Fields,  now  a  responsibility  of  the  Department  of  Aeronautics,  should  be  vested  in 
■:.  Director  of  Airports  in  the  Secretariate  f-r  Public  Works  and  Properties.  The 
director  should  be  appointed  by  the  Governor  with  continuing  tenure,  as  recommended 
v".:ove   for  heads  of  operating  departments.   The  Aeronautics  Commission  should  be 
.'renamed  .Airports  Commission  and  continued  as  an  advisory  body  on  matters  of  airpc::t 
development  and  policy.  It  is  recommended  that  the  headquarters  of  the  Director  of 
airports  be  located  at  Bradley  Field  and  that  he  take  over  direct  responsibility 
T"o.r*  managing  that  airport, 

,12.  Other  agencies  or  functions  which  might  properly  be  included  in  the 
secretariate  for  Public  Works  and  Properties  are  the  Highway  Department,  the 
idL-ritt  Parkway  Commission,  the  Groton-Nc  w  London  Bridge  Commission,  the  East 
krtford-Hartford  Bridge  Commission,  the  Old  Lyrae-Old  Saybrook  Bridge  Commission, 
rbe  Commissioner  of  Steamship  Terminals,  and  the  Department  of  Public  Works. 1 

13.  There  should  be  established  a  new  Secretariate  for  Public  Safety, 
"taded  by  a  Secretary  appointed  by  the  Governor,  and  serving  at  his  pleasure,  as 
e commended  above. 
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14..  The  Motor  Vehicle  Department  and  the  Department  of  Aeronautics, 
except  for  its  function  of  operating  Bradley  and  Trumbull  Fields,  should  be  con- 
solidated and  should  become  a  part  of  the  Secretariate  for  Public  Safety.  The 
consolidated  department  should  be  called  the  Department  of  Motor  Vehicles  and 
Aeronautics.  A  salary  of  $15,000  is  recommended  for  the  Commissioner  of  Motor 
Vehicles  and  Aeronautics.   (Present  salaries,  Motor  Vehicles  $9,000,  and 
Aeronautics,  £6,740), 

15.  The  Liquor  Control  Commission  should  be  abolished  and  its  functions 
should  be  vested  in  a  Commissioner  of  Liquor  Control,  appointed  by  the  Governor, 
who  would  become  a  part  of  the  Secretariate  for  Public  Safety.  A  salary  of  $15,000 
is  recommended  for  the  Commissioner.   (Present  salaries,  chairman  $7,000,  and  the 
other  two  members  $6,000  each). 

16,  The  State  Athletic  Commissioner  should  be  abolished  and  his  functions 
vested  in  an  Inspector  of  Athletics  who  should  become  a  part  of  the  Secretariate 
for  Public  Safety  and  should  be  responsible  to  the  Secretary  for  Public  Safety. 
The  Inspector  of  Athletics  should  be  appointed  by  the  Secretary  for  Public  Safety 
and  should  have  civil  service  status.   (Present  salaries,  Commissioner  of  Athletics 
$5,500;  Deputy  Commissioner  $2,750). 

.17.  Other  Departments  which  might  properly  be  included  in  the  Secretariate 
for  Public  Safety  are  the  Highway  Srfety  Commission,  the  Department  of  State 
Police,  and  the  Military  Department.)1 

>18.  The  remaining  agencies  of  the  state  government  which  administer 
functional  programs  might  appropriately  be  placed  under  the  direction  of  a 
Secretary  for  General  Welfare  in  a  newly  established  Secretariate  for  General 
Welfare.  These  constituent  activities  would  include  those  in  tie  fields  of 
education,  housing,  health,  hospitals,  public  assistance,  and  correctional  insti- 
tutions. The  Humane  and  Welfare  Institutions  Building  Program  Commission,  and  the 
Inter-Racial  Commission  might  also  Ice  located  here.   The  licensing  and  examining 

*An  alternative  location  for  the  Inter-Racial  Commission  would  be  in  the  Secretari- 
ate for  Economic  Affairs. 
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boards  could  be  placed  under  the  supervision  of  the  Secretaries  chiefly  concerned 
with  their  field  of  activities.  Most  of  them  would  come  under  the  jurisdiction  of 
the  Secretary  for  General  Welfare,  and  a  few  would  be  supervised  by  Secretaries  for 
Economic  Affairs  and  for  Agriculture  and  Resource s\J 

J 19.  Fiscal  and  Administrative  control  or  service  activities  of  the  State 
could  properly  be  placed  in  a  Finance  and  Administrative  Service  Department,  under 
a  Director  appointed  by  the  Governor  without  legislative  confirmation  and  serving 
at  the  Governor's  pleasure ,j 

Some  Advantages  of  the  Plan  Proposed . 

The  plan  proposed  offers  several  distinct  advantages: 

1.  It  will  fill  the  biggest  gap  in  state  administration  through  provid- 
ing vigorous  program  leadership  of  a  positive  and  comprehensive  character.  It  will 
be  a  powerful  influence  toward  integration  of  the  important  activities  of  the  state 
and  as  such  it  will  help  to  offset  the  petty  particularism  and  inertia  which  have 
gripped  state  government.  The  greatest  gains  are  to  be  made  through  teamwork,  in 
contrast  to  the  isolated  operations  of  the  present,  rather  than  through  relatively 
minor  modifications  or  those  isolated  operations. 

In  the  field  of  economic  affairs,  for  example,  no  single  department  is  in 
a  position  to  grapple  with  such  problems  as  industrial  migration,  serious  unemploy- 
ment, or  heavy  industrial  mortality  among  small  business  concerns.  All  department 
heads  have  some  good  ideas  about  sueh  problems  and  all  are  affected  in  some  way, 
but  no  one  department  head  is  in  a  position  to  do  anything.  The  Secretary  for 
Economic  Affairs,  however,  would  be  in  a  position  to  see  the  broad  picture  and  to 
do  something  about  it.  He  would  be  able  to  put  together  the  experiences  and  advice 
of  all  the  operating  departments;  he  would  have  in  addition  professional  staff 
assistance  to  analyze,  round  out,  and  interpret  the  facts.  He  would  be  in  a 
position  further  to  keep  the  Governor  informed  of  emerging  problems,  and  to  put 
before  him  well  matured  proposals  for  action.  The  State  would  be  in  a  position  to 
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utilize  its  experiences,  and  bring  to  a  focus  its  best  thinking. 

Similarly  in  the  field  of  Agriculture  and  Resources  the  real  gains  are  to 
be  realized  through  an  integrated  approach  to  problems.  The  Milk  Administrator, 
for  example,  has  done  about  all  that  can  be  done  for  the  welfare  of  producers 
through  price  control  alone.  If  the  producers'  costs  are  to  be  lowered,  and  if 
consumers'  prices  are  to  be  kept  within  bounds,  a  broader  approach  to  the  problems 
of  milk  production  is  essential — rehabilitation  and  improvement  of  Connecticut's 
pasture  lands,  conservation  of  water  resources  (ground  water  as  well  as  surface 
water),  better  balanced  farm  economy,  etc.  These  activities  in  turn  raise  questions 
of  reforesting  or  reclaiming  lands  which  have  gone  to  brush  in  the  past  generation, 
of  soil  and  moisture  conservation  techniques  and  policies,  of  stream  control,  and 
of  agricultural  education.  Such  questions  are  related  to  further  issues  of  land 
classification  (crop,  pasture,  forest,  or  recreational  uses),  of  multiple  use  dams 
to  exploit  fully  as  well  as  to  conserve  the  water  resources,  of  credit,  of  tax 
policy  (e.g.  re  reforested  lands),  etc.  In  other  words  Connecticut  is  doing  about 
as  much  as  it  can  on  the  milk  problem  through  the  Milk  Administrator  alone.  Further 
progress  depends  upon  a  broad  approach  and  an  integrated  approach  to  the  problem  in 
the  field  of  agriculture  and  resources  as  a  whole. 

Examples  could  be  presented  from  other  fields.  The  situation  is  general. 
Minor  refinements  of  isolated  operations  can  produce  only  limited  gains  in  adminis- 
tering the  affairs  of  the  State.  No  improvement  is  too  minor  to  be  overlooked,  but 
the  main  effort  should  be  directed  toward  equipping  the  State  to  face  the  future 
with  confidence  and  to  recognize  and  solve  its  problems  of  public  policy  with 
intelligence  and  decision. 

2.   The  recommended  plan  will  attract  able  men  to  the  active  political 
life  of  the  state.  The  Secretariates  will  provide  an  opportunity  to  do  an  impor- 
tant job  of  a  constructive  character,  and  the  staffing  arrangements  proposed  for 
the  Secretariates  will  make  it  possible  for  able  men  to  do  a  gond  job.  Organization 
alone,  of  course,  is  not  enough  to  effect  great  improvement,  personal  ability  and 
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character  are  also  indispensable.  The  plan  of  organization  recommended  and  the  con- 
cept of  leadership  embodied  in  it,  however,  will  make  it  possible  for  the  State  to 
attract  its  ablest  citizens  to  the  public  service.  Politics  can  be  one  of 
society's  highest  callings.  There  is  no  reason  why  a  State  cannot  lift  its  public 
affairs  out  of  the  realm  of  "petty  politics"  and  put  it  on  the  plane  of  high  policy. 

3.  The  plan  pronosed  will  insure  effective  and  intelligent  leadership  by 
the  chief  executive  while  at  the  same  time  avoiding  over-centralization.  The 
Secretaries  for  the  various  fields  of  public  affairs  will  be  few  enough  in  number 
to  work  with  the  Governor  intimately  on  a  day  to  day  basis,  and  the  Governor  will 
be  able  to  keep  in  touch  fully  with  the  principal  activities  of  them  all.  The 
staffing  of  the  Secretariates  will  make  it  possible  for  the  Secretaries  to  lift 
issues  out  of  the  fog  of  technicalities  and  to  bring  to  the  Governor  fundamental 
questions,  with  much  of  the  investigation  and  analysis  completed.  The  breadth  of 
a  Secretary's  responsibilities  will  prevent  his  taking  the  narrow  position  of  an 
advocate  for  a  particular  group;  no  one  of  the  Secretaries  recommended  will  be  the 
captive  of  a  lobby  or  a  pressure  group;  all  will  have  compensating  and  balancing 
responsibilities.  Furthermore,  the  Secretary's  freedom  from  routine  operating 
duties  will  make  it  possible  for  him  to  spend  time  on  issues  of  policy  and  upon 
the  educational  work  which  is  an  indispensable  part  of  policy  changes  in  a 
democratic  society. 

Any  plan  of  effective  administrative  organization  must  rely  heavily  upon 
the  authority  and  direction  of  the  chief  executive,  and  in  all  save  the  smallest 
enterprises  the  chief  executive  requires  staff  assistants  who  are  individually  able 
and  who  are  so  organized  as  to  work  together  effectively  as  a  team.   There  is  great 
danger,  however,  of  attempting  to  compensate  for  an  inadequate  basic  organization 
by  putting  too  many  direct  responsibilities  upon  the  chief  executive  and  hoping 
that  an  enlarged  staff  will  make  it  possible  for  him  to  carry  the  load.  This  is 
as  sure  a  way  as  any  other  to  defeat  real  executive  leadership.   Over-centralization 
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in  the  Governor's  office  is  not  the  way  to  remedy  defects  of  a  splintered  adminis- 
trative structure.  The  plan  proposed  avoids  this  danger.  It  assumes  a  small  but 
highly  competent  staff  in  the  Governor's  office,  and  makes  it  possible  for  the 
Governor  to  make  his  leadership  felt  through  his  principal  subordinates  in  the 
line  of  authority,  as  well  as  through  his  staff  assistants. 

4-.  The  plan  recommended  will  make  a  real  cabinet  possible.  When  a 
Governor  has  25  to  30  principal  subordinates  they  have  no  more  chance  of  assisting 
him  with  their  collective  deliberations  than  if  they  are  50  or  100.  Long  experi- 
ence has  demonstrated  that  a  group  of  not  more  than  six  or  seven  is  the  ideal  size. 
They  can  know  each  other  well  enough  to  talk  things  over  without  making  speeches. 
There  is  time  for  give  and  take,  suggestions  and  counter  suggestions,  second 
thoughts  as  well  as  first  impressions. 

5.  The  new  echelon  of  leadership  will  bring  the  heads  of  operating 
departments  closer  to  the  Governor  and  will  shorten  the  time  required  for  "top 
side"  approval  when  it  is  needed  for  decisions.  It  will  be  a  link  not  a  barrier. 
The  secretary  will  know  his  department  heads  well  and  will  be  accustomed  to  trans- 
acting business  with  them  easily  and  quickly  on  a  confidential  basis.  Similarly 
the  Secretary  chosen  by  the  Governor,  serving  at  his  pleasure,  and  sitting  in  his 
small  cabinet  will  be  accustomed  to  dealing  with  the  Governor  easily  and  informally. 
The  Secretary  will  be  able  to  reach  the  Governor  quickly  on  any  important  question 
of  policy  raised  by  one  of  his  department  heads.  The  bond  of  understanding  and 
mutual  confidence  will  bring  operating  officials  closer  to  the  highest  levels  of 
direction  and  decision.  One  more  link  brings  the  two  ends  of  the  chain  of  command 
closer  together,  if  it  is  a  missing  link. 

6.  The  plan  avoids  the  necessity  of  consolidating  or  merging  operating 
departments  arbitrarily  in  order  to  get  the  number  of  principal  organization  units 
within  workable  limits.  Consolidations  should  be  effected,  of  course,  where  they 
are  in  order.  We  have  recommended,  for  example,  that  the  regulatory  phases  of  the 
work  of  the  Department  of  Aeronautics  and  the  Motor  Vehicle  Department  should  1e 
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consolidated  in  a  single  department.   Other  survey  staffs  are  making  similar  recom- 
mendations which  in  the  aggregate  will  doubtless  peint  the  way  to  a  substantial 
reduction  in  the  number  of  organizational  units.  The  number  of  real  mergers  which 
can  be  achieved  on  a  rational  basis,  however,  is  limited.  The  plan  proposed  makes 
it  unnecessary  to  go  beyond  this  point,  i.e.  to  make  arbitrary  consolidations,  in 
order  to  keep  the  administration  manageable  from  the  chief  executive ' s  point  of 
view. 

7.  The  recommended  plan  of  organization  lays  a  foundation  for  progres- 
sive organizational  adjustments.  A  strong  Secretary  will  tend  to  draw  the  operat- 
ing agencies  of  his  Secretariate  closer  together.  His  management  staff  will  help 
to  devise  better  ways  of  organizing  and  performing  the  activities  for  which  he  is 
responsible.  Organizational  improvements  will  be  possible  after  a  few  years  that 
are  not  seen  or  are  not  feasible  today. 

8.  The  proposed  plan  makes  it  possible  to  continue  the  trend  toward 
professionalization  of  the  heads  of  operating  departments  without  sacrificing  the 
fundamental  principle  of  control  by  a  "layman"  who  is  an  amateur  so  far  as  the 
specialties  of  the  civil  service  are  concerned.   It  has  long  been  a  cardinal 
principle  of  democratic  government  in  the  United  States  that  the  layman  who 
represents  the  general  public  in  his  values  and  perspective  must  be  superior  to  the 
expert  and  the  professional  specialist  in  the  administrative  hierarchy.  The 
principle  has  a  validity  tested  by  time,  in  other  fields  of  experience  as  well  as 
in  government.  In  recent  years,  however,  as  the  technicalities  and  complexities 

of  state  administration  have  increased,  Connecticut,  and  other  states  also,  have 
found  it  desirable  and  efficient  to  put  men  who  are  essentially  professional  in 
their  outlook,  training,  and  experience  in  charge  of  operating  departments.   The 
practice  has  much  to  recommend  it,  but  although  the  experience  has  been  favorable 
there  is  a  double  risk  involved.  There  is  danger  on  the  one  hand  of  professional 
zeal  leading  to  excesses,  and  on  the  other  is  the  danger  of  destroying  the  expert's 
professional  standards  and  judgment  by  forcing  him  into  an  essentially  political 
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role.  People  in  political  positions  are  necessarily  expendable,  and  in  the  event 
of  controversy,  the  expert  with  all  his  experience  may  have  to  step  aside  if  he 
has  also  been  fulfilling  a  political  function  high  in  the  administrative  hierarchy. 
The  principle  of  lay  leadership  in  administration  is  a  safeguard  to  both  the 
public  and  to  the  professional  civil  servant.  The  plan  ororganization  outlined 
in  this  report  makes  it  possible  to  continue  the  very  desirable  process  of  further 
professionalizing  the  administration  of  state  affairs  while  preserving  full  public 
control. 

Objections  to  the  Plan  Proposed . 

The  objection  may  first  be  raised  that  the  new  Secretaries  would  be  too 
powerful  and  hence  dangerous.   It  must  be  remembered,  however,  that  they  will  be 
fully  responsible  to  the  Governor,  an  elective  official,  who  has  traditionally 
been  a  leading  citizen  of  the  state,  and  whose  integrity  and  loyalty  to  the  public 
interest  have  been  beyond  question.  The  Governor,  moreover,  will  be  in  a  position 
to  hold  the  Secretaries  effectively  responsible.  There  will  be  only  a  handful  of 
them  and  it  will  be  possible  for  him  to  keep  in  close  touch  with  them.  A  further 
force  for  a  very  sane  and  balanced  type  of  leadership  will  be  the  breadth  of  a 
Secretary's  responsibilities.  He  will  be  dealing  with  heads  of  operating  depart- 
ments who  tend  somewhat  to  balance  each  other's  biases  and  special  interests. 
Finally  there  is  a  certain  safety  in  clarity.   It  will  be  possible  at  all  times  to 
trace  the  line  of  authority  from  Governor,  to  Secretary,  to  head  of  an  operating 
department.  The  Secretaries  vail  also  be  few  enough  in  number  to  be  known  to  the 
general  public,  and  to  be  identified  with  their  broad  area  of  state  affairs. 

A  second  objection  may  be  raised — that  because  the  plan  is  new  and  pre- 
sents a  somewhat  new  concept  of  leadership  at  the  highest  levels  of  state  adminis- 
tration, it  will  not  be  understood  and  hence  will  not  be  applied.  This  is  a  possi- 
bility, but  not  a  probability.   If  the  plan  is  acceptable  on  its  intrinsic  merits, 
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it  should  be  possible  to  establish  it  satisfactorily.   This  strong  probability, 
we  believe,  is  based  on  the  fact  that  the  plan  is  adapted  to  the  characteristics 
of  state  administration  and  meets  the  needs  of  the  State  of  Connecticut. 


A/    c 


MEMO  TO:  Ralph  P,  Sollott,  Staff  Director 
FROM:     George  A.  Graham 
DATE:     December  12,  1949 

The  Connecticut  Comprehensive  Plan  of  Administrative  Organization 
(See  Discussion  Chart  #2,  12/2/49) 

The  main  question  to  be  asked  in  considering  any  plan  of  organization 
is:  Is  it  practical?  Will  it  work? 

The  Governor's  Point  of  View , 

Considering  the  Connecticut  Comprehensive  Plan  from  the  Governor's  point 
of  view,  will  it  work?  The  following  points  are  relevant: 

1.  The  Governor  can  administer  the  affairs  of  the  state  through 
six  principal  subordinates,  a  practical  number.  He  is  not  expected  to  do  the 
impossible. 

2.  The  Governor  can  find  half  a  dozen  men  of  ability  in  whom  he 
has  great  confidence  to  take  these  six  jobs,  whereas  it  would  be  difficult  to 
find  three  or  four  times  that  number  of  outstanding  men. 

3.  The  Governor  can  know  all  of  his  principal  subordinates  well, 
he  can  see  them  frequently — all  of  them  every  day  if  necessary.  It  will  be  easy 
for  him  to  keep  in  touch  with  them,  and  easy  to  do  business  with  them. 

4..  The  Governor  can  develop  an  effective  cabinet.  The  size  is 
right  and  also  the  orientation  of  the  members.  The  breadth  of  their  responsi- 
bilities will  orient  the  cabinet  members  toward  broad  questions  of  policy,  and  the 
fact  that  each  has  a  program  staff  as  well  as  a  management  staff  will  prepare  them 
to  consider  and  act  upon  questions  of  policy. 

5.  The  Connecticut  Comprehensive  Plan  of  Organization  makes  it 
possible  for  the  Governor  to  have  in  his  own  office  a  high  quality  staff  which 
can  help  him  in  his  work,  serving  in  a  genuine  staff  capacity,  without  being 
drawn  into  operating  duties.   It  avoids  the  danger  of  making  the  Governor's  staff 
necessarily  so  large  that  it  becomes  in  itself  an  organizational  problem. 

6.  The  plan  is  flexible.   The  Governor  will  usually  work  with  the 
Secretaries  of  the  program  departments.  But  the  heads  of  the  operating  depart- 
ments can  be  drawn  into  discussions  with  the  Governor  at  the  latter' s  request  or 
at  the  initiative  of  the  Secretary.  The  Governor  will,  in  fact,  be  in  closer 
touch  with  the  state  administration  than  if  he  had  18  or  20  subordinates. 

7.  The  plan  will  tend  to  develop  real  leadership.  The  Governor 
will  not  have  to  put  on  a  one  man  show.   He  can  work  with  and  through  the 
Secretaries,  the  members  of  his  cabinet.  They  can  share  the  responsibility,  under 
his  leadership,  for  developing  and  explaining  public  policy.  Unless  one  assumes 
that  no  changes  in  policy  will  be  needed  and  that  the  state  has  stopped  developing, 
this  point  is  significant.  Thorough  consideration  and  widespread  discussion  of 
issues  is  needed  at  all  stages. 
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If  a  plan  of  administrative  organization  is  not  practical  from  the  chief 
executive's  point  of  view  it  is  not  practical  at  all.  The  Comprehensive  Plan  is 
thoroughly  practical  from  the  Governor's  point  of  view. 

The  Secretary's  Point  of  View. 

The  Connecticut  Comprehensive  Plan  of  Organization  has  the  following 
practical  features  from  the  point  of  view  of  the  Secretaries  who  are  to  be  the 
Governor's  principal  subordinates: 

1.  They  will  have  the  Governor's  confidence  and  will  be  in  close 
touch  with  him,  They  can  reach  the  Governor  quickly  and  certainly  on  important 
matters. 

2.  The  Secretaries  will  be  in  close  touch  with  each  other.  They 
will  see  each  other  frequently  in  cabinet  meetings  and  their  close  contacts  will 
greatly  facilitate  horizontal  coordination  which  is  so  essential  in  state  govern- 
ment. 

3.  Fach  Secretary  has  an  effective  and  challenging  area  of  responsi- 
bility. His  broad  responsibility  is  realistic  because  it  is  an  effective  area  for 
action  in  dealing  with  the  problems  which  inevitably  arise  in  a  changing  industrial- 
ized civilization.  He  will  not  be  frustrated  by  having  only  a  piece  of  a  problem 
under  his  jurisdiction.  No  plan  of  organization  can  eliminate  the  need  for  hori- 
zontal cooperation,  but  it  is  desirable  to  hold  the  unnecessary  cross-clearances 

to  a  minimum, 

4.  The  Secretary's  job  is  realistically  conceived.  He  has  a 
challenging  job  but  is  not  expected  to  do  the  impossible.  Each  Secretary  will  need 
to  deal  with  only  a  small  number  of  principal  subordinates — not  more  than  six 
according  to  "Discussion  Chart  #2  of  12/12/49."  It  will  be  thoroughly  practicable 
to  be  in  close  touch  with  them  and  their  problems  both  individually  and  collectively. 
The  Secretary,  furthermore,  will  have  the  assistance  of  both  a  program  staff  (on 
substantive  matters)  and  a  management  staff  (on  management  matters).  It  will  be 
entirely  feasible  for  the  Secretary  to  be  a  constructive  yet  critical  leader  in 
state  administration. 

5.  The  breadth  of  a  Secretary's  responsibilities  will  be  a  pro- 
tection against  his  falling  under  the  pressure  of  a  single  interest  group.  In  his 
dealings  with  a  pressure  group  he  can  make  it  clear  that  he  is  equally  bound  to 
consider  the  interests  of  other  groups,  and  can  insist  that  each  interest  group 
must  recognize  the  equal  rights  of  others.   This  breadth  of  responsibility  should 
make  for  better  protection  of  the  public  interest. 

These  features  of  the  Secretary's  job  make  it  entirely  feasible  for  him 
to  perform  his  duties  in  his  area  of  state  affairs.  The  chief  duties  of  the 
Secretary  are : 

1.  To  formulate  with  the  assistance  of  both  line  and  staff  sub- 
ordinates long  range  program  plans  for  his  area  of  responsibility. 

2.  To  formulate  the  budget  for  his  area  of  responsibility  with  the 
assistance  of  both  line  and  staff  subordinates. 

3.  To  take  the  lead  in  seeing  that  new  issues  of  public  policy  are 
brought  up  for  consideration  and  decision  when  change  is  required — discontinuance 

of  obsolete  activities  as  well  as  inauguration  of  activities  to  meet  new  conditions. 
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U.  To  review  and  approve  action  documents  which  should  have  the 
confirming  judgment  of  someone  who  is  not  himself  immersed  in  the  operating 
program,  e.g.  the  actions  which  have  required  approval  of  interdepartmental 
boards  or  committees,  and  most  of  the  actions  which  heretofore  have  required  the 
governor's  approval.  He  would  normally  be  responsible  for  approving  broad  policy, 
e.g.  general  rules  and  important  regulations  but  not  for  deciding  individual  cases. 

5.  To  see  that  programs  are  well  administered  in  his  area,  but  not 
to  enter  into  routine  operations  himself. 

6.  In  the  foregoing  responsibilities  to  see  that  there  is  maximum 
cooperation  among  operating  departments  in  his  jurisdiction,  and  to  take  the  lead 
in  adjusting  activities  within  his  area  of  responsibility  to  the  total  program  of 
the  state. 

7.  To  take  an  active  part  in  keeping  the  public  informed  about 
problems,  policies,  and  accomplishments  in  his  area, 

These  duties  need  to  be  performed  in  state  administration  and  as  the 
position  of  Secretary  is  conceived  above,  it  is  reasonable  to  expect  the  Secretary 
to  be  able  to  perform  them. 

The  Heads  of  Operating  Departments. 

Is  the  Comprehensive  Plan  of  Organization  practical  from  the  point  of 
view  of  operating  departments?  We  believe  it  is.  Among  the  reasons  are  the 
following: 

1.  The  head  of  the  operating  department,  e.g.  Banking  Department, 
retains  reasonable  autonomy  in  his  operations — just  as  important  to  the  state  as 
integration  of  programs.  Within  the  established  policy  for  his  department  he  is 
free  to  operate  and  is  expected  to  get  the  best  results  he  can. 

2.  When  new  problems  develop  or  changes  in  policy  are  needed,  he  can 
get  immediate  consideration  and  effective  support.   He  can  see  his  Secretary 
immediately  and  will  know  him  well  enough  so  that  there  can  be  a  quick  meeting  of 
minds.  The  Secretary  in  turn  has  equal  access  to  the  Governor,  and  can  clear  with 
him  important  questions  of  policy.  At  both  levels  staff  analysis  and  advice  will 
be  available  to  facilitate  decisions. 

3.  Heads  of  operating  departments  will  be  able  to  operate  more  in 
the  sphere  of  professional  administration  and  less  in  the  sphere  of  political 
leadership.   It  is  extremely  difficult  for  them,  when  they  have  to  engage  in  dis- 
cussion of  controversial  issues,  to  preserve  their  professional  character,  at  least 
in  the  public's  view.  Although  the  political  and  administrative  spheres  cannot  be 
separated  it  is  reasonable  to  expect  the  Secretary  to  take  the  principal  public 
responsibility  for  important  policy  proposals  and  to  defend  them  if  they  are 
attacked.  The  Comprehensive  Plan  of  Organization  would  provide  for  a  better  and 
more  nearly  clean  cut  division  of  labor  than  alternative  plans.  In  other  words, 

it  is  a  way  of  improving  both  political  leadership  and  professional  administration 
in  state  government. 

lu  Heads  of  operating  departments  will  have  the  benefit  of  intelli- 
gent and  interested  supervision,  and  of  stimulating  contacts  with  other  state 
officials.  Most  of  them  will  welcome  this  sort  of  change.   It  will  give  department 
heads  a  chance  to  talk  over  important  issues  with  an  informed  and  responsible 
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layman,  the  Secretary.  Both  the  Secretary  and  the  operating  department  head  will 
have  the  benefit  of  staff  analysis — something  now  lacking — in  reaching  decisions. 
Every  line  executive  needs  the  benefit  of  expert  but  detached  criticism  in 
resolving  questions  of  policy,  and  in  reviewing  his  operations.  Each  department 
head  at  present  tends  to  be  isolated  from  the  rest  of  the  state  administration. 
Usually  his  closest  contacts  are  with  special  interest  groups  outside  of  the 
state  government.  The  stimulation  of  contacts  with  Secretary  and  colleagues  will 
improve  the  effectiveness  of  department  heads. 

5.  The  Comprehensive  Plan  will  end  the  frustration  of  not  being 
able  to  do  anything  to  meet  an  emerging  problem  because  it  is  too  big  for  a 
single  small  department  to  handle.  When  public  officials  have  to  stand  by  and  do 
nothing  while  a  situation  goes  from  bad  to  worse,  simply  because  they  are  not 
organized  so  as  to  make  their  experience  and  their  judgment  available  to  those  who 
can  make  decisions,  the  effect  upon  them  is  enervating. 

The  Public's  and  the  Legislature's  Point  of  View. 

The  Comprehensive  Plan  of  Organization  is  practical  from  the  public's 
point  of  view  and  the  Legislature's  point  of  view.  Note  the  following  features: 

1.  It  is  simple.  Everyone  will  know  who  is  responsible  for  public 
policy  in  any  field  of  state  affairs.  It  is  easy  to  remember  half  a  dozen  public 
officials  by  name  and  function  when  it  is  impossible  for  most  people  to  keep 

18  to  20  men  in  mind. 

2.  The  public  and  the  Legislature  can  deal  with  the  Secretary,  a 
layman,  on  basic  questions  of  policy.  He  will  be  able  to  speak  in  non-technical 
terms  and  to  see  their  point  of  view.   Yet  the  head  of  the  operating  department  is 
available  on  technical  operating  matters;  the  public  and  the  legislature  will  have 
the  assurance  that  a  professional  administrator  is  immediately  in  charge  of 
technical  operations.  This  division  of  labor  resolves  a  dilemma  in  state  adminis- 
tration that  is  increasingly  acute.  This  arrangement  permits  both  civilian  control 
T»y  a  layman,  and  skilled  administration  by  an  experienced  professional. 

3.  Fewer  problems  will  fall  through  the  crevices  in  state  adminis- 
tration. The  Comprehensive  Plan  of  Organization  reduces  to  a  minimum  the  number 
of  issues  that  can  be  neglected  as  not  being  anyone's  responsibility. 

Commission  on  State  Government  Organization. 

Looking  at  it  from  the  point  of  view  of  the  Commission  on  State  Govern- 
ment Organization  we  believe  that  the  Comprehensive  Plan  of  Organization  is  more 
practical  than  any  alternative. 

1.  It  recognizes  the  fact  that  another  echelon  of  command  and 
direction  is  needed  in  present  day  state  government.  The  conventional  scheme  of 
state  reorganization  was  worked  out  approximately  35  years  ago.  It  has  changed 
very  little  since  that  time  although  the  activities  of  state  governments  have 
greatly  increased  in  variety  and  volume.   Consolidations  alone  cannot  provide  the 
additional  echelon  of  leadership  which  is  needed. 
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2.  It  recognizes  the  fact  that  governors  have  a  limited  span  of 
attention  and  control.  Even  a  genius  cannot  actually  supervise  the  affairs  of 
eighteen  executive  departments.  Governors  will  usually  have  available  only  a 
portion  of  their  time  for  internal  business  within  their  administration.  The 
public  and  the  legislature  both  make  demands  upon  the  Governor  which  he  cannot 
control.  If  he  is  to  be  effective  it  is  important  to  make  it  physically  possible 
for  him  to  direct  his  administration  and  to  get  the  benefit  of  the  experience  and 
advice  of  his  subordinates. 

3.  With  eighteen  separate  departments  all  that  the  Governor  can 
hope  to  do  is  "coordinate"  eighteen  different  programs  after  they  are  crystalized. 
Not  much  can  be  gained  from  this  process.  Under  the  Comprehensive  Plan  programs 
can  be  dovetailed  from  their  inception  under  the  leadership  of  the  Secretaries. 

L,,   In  the  traditional  approach  to  reorganization  the  pressure  for 
independence  is  so  strong  that  the  actual  number  of  departments  established  tends- 
to  exceed  the  number  recommended.  It  is  realistic  to  expect  that  the  number 
actually  created  will  approach  twenty-four  or  five.  Under  the  Comprehensive  P}a^ 
of  Organization  the  preservation  of  departmental  integrity  and  operating  autd?^^ 
makes  it  unnecessary  to  yield  to  demands  for  independence,  and  there  are  few&SJffc** 
"hold  cases."  The  legislature  is  less  likely  to  whittle  away  recommendations 
along  lines  of  the  Comprehensive  Plan  than  it  would  be  if  the  recommendations 
follow  conventional  lines. 

5.  The  Comprehensive  Plan  has  enough  inherent  sense  to  it  to  be 
understood  and  approved  by  the  public.  It  is  a  mistake  to  underestimate  the 
public.   It  is  not  only  in  war  time  that  "the  people  are  ahead  of  the  Government," 
With  the  sort  of  talent  which  the  Commission  on  State  Government  Organization  has, 
we  believe  it  can  "sell"  the  Comprehensive  Plan  of  Organization  on  its  merits. 


Page  22 


REGULATIVE         AGENCIES 


Part  II 


BANKING  DEPARTMENT 


Marver  H.  Bernstein 


November  21,  194-9 


Page  22-a 

BANKING  DEPARTMENT 

DATA 


Bank  examinations  instituted  in  1836. 

Department  head:  Bank  Commissioner,  appointed  by  the  Governor  with  the  consent 
of  the  Senate. 

Tenure:  Term  of  U   years  from  July  1  following  his  appointment  and  until  his 
successor  is  appointed  and  has  qualified.  Removal  by  the  Governor 
"for  cause . " 

Salary:  $9,000  per  annum. 

Statutory  qualifications  for  appointment:  The  Commissioner  may  not  have  a 
managerial  or  financial  interest  in  any  national  bank  or  in  any 
entity  subject  to  his  general  supervision,  nor  may  be  be  indebted 
to  any  entity  subject  to  his  general  supervision. 

Continuity  of  leadership:  Commissioner  has  frequently  been  appointed  from 
among  the  higher  officials  of  the  department.  The  present 
Commissioner  came  into  the  department  nearly  25  years  ago. 

Number  of  employees  August  1,  1949:  58. 

Appropriations  for  year  194-9-1950:  $289,530. 


Illustrations: 


For  illustrations  of  activity  of  the  Banking  Department,  see: 

1.  Pp.  22-23  on  the  character  of  a  bank  examination. 

2.  Pp.  34-35  on  the  granting  of  new  bank  charters. 
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BANKING  DEPARTMENT 

A. History  and  Background 

Bank  Examination . 

The  supervision  and  examination  of  banks  by  governmental  agencies  is 
peculiar  to  the  United  States.  No  other  country  makes  the  regular  and  detailed 
examination  of  l»anks  common  in  the  United  States.  This  situation  arises  mainly 
from  the  large  number  of  private ly-ovmed  American  banks. 

Bank  supervision  is  one  of  the  oldest  and  most  traditional  state 
activities.  In  1803,  Massachusetts  required  its  banks  to  file  semi-annual 
reports,  and  within  a  few  years,  other  New  England  States  actually  inspected 
banks.  Connecticut  instituted  bank  examinations  in  1836.  Banks  were  then 
specially  chartered  by  state  legislatures,  and  the  charter  provisions  normally 
provided  for  the  filing  of  periodic  reports  to  the  legislature  or  for  inspection 
by  a  legislative  committee.  Before  1837,  banks  were  mainly  issuers  of  notes  and 
depositories  of  public  funds,  and  the  objective  of  public  supervision  was  to 
guarantee  that  the  capital  stock  of  the  bank  was  paid  in  specie,  that  public 
funds  on  deposit  were  secure,  and  that  adequate  provision  had  been  made  for  note 
redemption  in  specie. 

Between  1830  and  1861,  the  number  of  banks  in  the  United  States 
increased  from  about  500  to  1600.  Many  of  the  newly-established  banks  were 
organized  under  general  state  laws  rather  than  special  charters.  In  I863,  the 
National  Bank  Act,  which  allowed  banks  to  issue  notes  up  to  ninety  percent  of 
their  holdings  in  government  bonds  made  it  unprofitable  for  state  banks  to  issue 
notes.   In  the  twenty-year  period  which  followed,  the  state  banks  almost  failed 
to  survive,  and  in  most  states,  they  were  almost  completely  unregulated.  After 
1885,  state  banks  recognized  the  value  of  deposits  as  a  circulating  medium,  and 
by  1913,  the  number  of  state  banks  had  reached  17,000. 
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After  the  close  of  the  Civil  War,  new  bank  charters  were  freely 
grsnted  by  states.  However,  by  1900  some  states  began  to  exercise  caution  in 
chartering  banks  and  31  states  were  examining  banks  regularly.  By  1914,  all 
states  were  making  periodic  inspections  of  banks. 

The  enactment  of  the  Federal  Reserve  Act  in  1913  had  the  effect  of 
extending  federal  supervision  of  banks  over  state  member  banks  of  the  Federal 
Reserve  System.  Nevertheless,  state  and  national  banks  engaged  in  active 
competition,  and  many  states  granted  banks  more  liberal  powers.  Thus,  by  1921, 
21,000  of  the  30,000  banks  in  the  United  States  were  state  chartered.  This  ratio 
was  reduced  somewhat  in  1927  by  the  McFadden  Act,  which  gave  additional  privileges 
and  powers  to  national  banks. 

The  bank  failures  of  the  early  1930' s  underlined  the  need  for  coopera- 
tion between  state  and  national  bank  supervisors.  Following  the  adoption  of 
deposit  insurance,  the  Federal  Deposit  Insurance  Corporation,  the  Federal  Reserve 
System,  and  several  states  made  joint  examinations  of  banks  and  agreed  on  measures 
to  correct  unsound  banking  practices.  Further  cooperation  with  the  U.  S.  Comp- 
troller of  the  Currency  has  resulted  in  uniform  examination  reports  and  uniform 
reports  on  financial  condition,  earnings,  and  dividends.  In  1932,  the  states  and 
all  federal  agencies  concerned  with  bank  supervision  agreed  further  on  a  uniform 
standard  for  valuation  of  securities  and  on  a  classification  of  bank  loans. 

Securities  Regulation . 

The  regulation  of  the  issuance  of  securities,  unlike  banking  regulations, 
did  not  begin  until  1911  when  Kansas  enacted  the  first  "blue  sky  law."  By  1920, 
however,  2/3  of  the  states  were  administering  some  type  of  securities  control,  and 
in  1949  all  states  except  Nevada  regulated  the  issuance  of  securities.  In  1917 
state  regulation  of  securities  was  sustained  as  a  valid  exercise  of  state  police 
power.  The  U.  S.  Supreme  Court  characterized  state  controls  as  designed  to  prevent 
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exploitation  of  "speculative  schemes  which  have  no  more  basis  than  so  many  feet 
of  blue  sky." 

The  state  statutes  have  varied  considerably.  Three  types  of  control 
may  be  distinguished:  The  most  popular  type  has  been  the  statute  designed  to 
prevent  fraud  in  the  marketing  of  securities.  A  second  type  concerns  the  regu- 
lation of  security  brokers  and  dealers  through  licensing.  A  third  type  requires 
full  disclosure  of  pertinent  information  about  an  issue  of  stock  by  the  issuer. 
There  has  been  a  great  lack  of  uniformity  in  the  enforcement  and  administration 
of  state  statutes.  Only  Pennsylvania  and  Wisconsin  have  full-time  security 
agencies.  Ex-officio  commissions  exercise  regulatory  authority  in  Florida, 
North  Dakota,  and  South  Dakota.  In  other  states,  the  regulatory  functions  have 
been  variously  delegated  to  the  attorney-general,  corporation  commissioner, 
secretary  of  state,  banking  commissioner,  etc. 

Bj_ Findings 

General  Objectives  of  the  Banking  Department. 

The  overriding  duty  of  the  Banking  Department  is  to  protect  the  monies 
of  state  citizens  handled  by  state  banks  and  related  financial  institutions. 
The  statutes  under  which  the  Banking  Department  operates  and  under  which  the 
state  banks  and  related  financial  insitutions  function  are  contained  in  the 
Banking  Law  of  Connecticut,  which  was  recodified  in  1947.  The  basis  of  the 
duties  and  powers  of  the  Bank  Commissioner  lies  in  the  law  requiring  him  to 
examine  annually  banks  and  other  financial  institutions  (Sec.  5738). 

The  Banking  Law  of  Connecticut  applies  to  all  state  banks  and  trust 
companies,  savings  banks,  industrial  banks,  private  bankers,  building  or  savings 


1.  The  sections  cited  by  number  in  the  following  pages  refer  to  the  General 
Statutes.  Revised  1949. 
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and  Loan  associations,  credit  unions,  forwarders  of  money,  trustees  uader  mortgages 
or  deeds  of  trust  of  real  property  securing  certain  investments,  corporations 
exercising  fiduciary  powers,  small  loan  licenses,  sales  finance  companies,  brokers 
or  salesmen  of  securities,  and  benevolent  or  fraternal  societies  who  lend  money  to 
members. 

The  Bank  Commissioner . 

The  Bank  Commissioner  is  appointed  by  the  Governor  with  the  oonsent  of 
the  Senate  for  a  term  of  four  years.   The  commissioner  appoints  a  deputy  to  serve 
at  his  pleasure  and  appoints  and  defines  the  duties  of  the  employees  of  the  Banking 
Department.  The  Bank  Commissioner  is  authorized  to  examine  each  state  bank  and 
each  financial  institution  "at  least  once  each  year"... to  ascertain  whether  its 
business  has  been  managed  according  to  law  and  to  obtain  such  information  concern- 
ing its  affairs  as  may  be  necessary  for  the  commissioner  to  perform  properly  the 
duties  of  the  office."  (Sec. 5738).  In  addition,  the  commissioner  may  prescribe 
accounting  forms  which  will  clearly  and  accurately  show  the  assets,  liabilities, 
and  earnings  of  any  institution  subject  to  his  periodic  examination  (Seo.  574-0). 
In  cases  of  financial  distress,  he  may  restrict  the  activities  of  the  firm  and 
promulgate  fules  and  regulations  designed  to  protect  depositors  ob  the  institution 
itself  (Sec.  5745). 

Sale  of  Assets  and  Receiverships . 

Under  stated  limitations,  the  commissioner  may,  in  order  to  protect 
depositors  or  creditors  of  any  state  bank,  trust  company,  or  savings  bank,  require 
such  institution  to  sell  its  assets  and  business  (Sec.  5755).   If  the  commissioner 
finds  a  deficiency  of  assets  or  impairment  of  capital,  he  may  order  the  institution 
to  discontinue  receiving  deposits  or  paying  depositors  and  may  bring  action  in  a 
superior  court  for  its  dissolution  and  for  the  appointment  of  a  reoeiver.   If  it 
appears  to  the  commissioner  that  the  public  is  in  danger  of  being  defrauded  by  a 
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financial  institution  or  that  its  assets  are  being  dissipated,  the  commissioner 
may  apply  to  a  superior  court  for  the  appointment  of  a  receiver  or  for  an 
injunction  to  restrain  it  from  conducting  business*  If  a  superior  court  rules 
that  a  receiver  should  be  appointed,  it  is  directed  to  appoint  the  bank  com- 
missioner as  receiver.  The  commissioner  may  appoint  a  liquidating  agent  to  act 
for  the  commissioner  in  his  capacity  as  receiver. 

State  Banks  and  Trust  Companies . 

The  commissioner,  as  a  member  of  the  Banking  Commission,  participates 
in  determinations  involving  the  granting  of  new  bank  charters.  Each  state  bank 
and  trust  company  makes  periodic  reports  to  the  commissioner,  indicating  in 
detail  its  assets  and  liabilities  and  other  information  deemed  necessary  by  the 
commissioner.  The  commissioner  enforces  the  provisions  in  the  banking  lav  relat- 
ing to  limitations  on  the  investment  of  banks  and  trust  companies,  the  establish- 
ment and  operation  of  common  trust  funds,  dividends  of  state  banks  and  trust 
companies,  changes  in  name  and  capital  stock,  consolidation  of  two  or  more  state 
banks,  etc. 

Savings  Banks  and  Savings  Departments. 

The  commissioner  exercises  similar  controls  over  the  operation  of 
savings  banks  and  savings  departments  in  banks,  including  controls  over  invest- 
ments, loans,  interest  received  and  deposits.  He  has  detailed  powers  to  regulate 
the  investment  practices  of  savings  banks,  including  the  establishment  of  an 
annual  list  of  securities  approved  for  purchase  by  savings  banks.  In  addition, 
he  may  examine  the  insurance  department  of  a  savings  bank  at  least  once  every  two 
years. 

Other  Financial  Institutions . 

Somewhat  similar  controls  are  exercised  over  industrial  banks,  private 
bankers,  building  or  savings  and  loan  associations,  credit  unions,  small  loan 
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companies,  money  forwarders,  trustees  under  mortgages,  sales  finance  companies, 
and  corporations  exercising  fiduciary  powers.  All  of  these  entities  must  be 
licensed  by  the  commissioner  except  industrial  banks  and  savings  and  loan 
associations,  which  are  chartered  under  other  sections  of  the  banking  law. 

Supervision  of  Sale  of  Securities . 

Each  person  registered  as  a  broker  or  dealer  of  securities  pays  an 
annual  registration  fee  of  fifty  dollars,  while  a  registered  salesman  pays  an 
annual  fee  of  three  dollars.  The  Bank  Commissioner  is  authorized  to  cancel  such 
registration  after  holding  a  hearing.  He  may  forbid  practices  deemed  to  be 
fraudulent  and  has  broad  powers  to  investigate  the  business  of  dealing  in  securi- 
ties and  to  seek  enforcement  of  statutory  provisions  in  a  suit  for  injunction. 
The  commissioner  also  registers  investment  counsels  and  issues  permits  to 
issuers  of  mining  or  oil  securities. 

Current  Activities . 

1.  The  primary  activity  of  the  department  is  bank  examination.  Every 
state  bank  is  examined  by  the  department  at  least  once  annually.  Policies 
governing  bank  examination  have  been  stable  during  the  past  few  deeades,  and  the 
function  of  bank  examinations  has  been  wholly  accepted  by  bankers.  The  object  of 
a  bank  examination  is  to  evaluate  the  financial  soundness  of  the  bank  in  order  to 
protect  depositors.  An  examination  involves  an  appraisal  of  a  bank's  assets,  its 
managerial  policies,  its  daily  operations  including  internal  auditing,  its 
investments  and  loans,  and  its  capital  structure.  The  only  major  change  in 
examination  policy  in  the  past  twenty  years  came  in  1935  when  the  Advisory 
Commission  on  Banking  was  authorized  to  remove  bank  officers  because  of  continued 
unsafe  and  unsound  practices.   Fven  this  change  has  not  been  drastic,  for  the 
power  of  removal  has  never  been  invoked  formally.   However,  about  a  dozen  bank 
officials  have  been  asked  informally  to  withdraw  from  active  management  and  they 
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have  done  so. 

Although  banking  policies  have  been  stable,  techniques  of  bank 
examination  have  been  constantly  refined,  particularly  in  the  analysis  of  bank 
portfolios. 

2.  The  liquidations  of  closed  banks  have  rapidly  declined  and  are  now 
almost  non-existent.  Under  the  banking  law,  the  commissioner  is  appointed  by  the 
superior  court  as  liquidator  of  a  closed  bank.  In  the  past  the  commissioner  has 
delegated  substantial  authority  to  the  director  of  the  Bank  Liquidation  Division, 
organized  in  1931. 

3.  The  regulation  of  securities  brokers  and  salesmen,  sales  finance 
companies,  and  small  loan  companies  is  an  important  although  not  time-consuming 
activity  of  the  Department.  Regulation  takes  the  form  of  annual  licensing.  In 
the  case  of  securities,  the  work  of  the  department  is  to  see  that  only  reputable 
persons  with  sufficient  financial  resources  are  permitted  to  register  and  to  see 
that  those  financial  resources  are  maintained  for  the  protection  of  customers. 

Regulation  of  small  loan  companies  provides  some  semblance  of  protection 
to  the  person  unable  to  borrow  at  ordinary  commercial  rates.  Each  small  loan 
company  is  regulated  strictly.  Loans  are  limited  to  $300  and  interest  rates  may 
not  exceed  3%   a  month  on  the  unpaid  principal  balance  of  the  loan  up  to  $100  and 
2%   a  month  on  any  unpaid  balance  exceeding  that  amount. 

The  regulation  of  sales  finance  companies  was  instituted  in  1945  on  the 
strong  recommendation  of  the  Banking  Department  in  order  to  correct  abuses  in  the 
financing  of  consumer  goods.  The  department  investigates  a  sales  finance  company 
only  on  written  complaint  and  sets  up  standards  for  making  and  foreclosing 
installment  sales  contracts  and  for  the  redemption  and  resale  of  goods. 

A.  In  addition  to  its  principal  tasks  of  examining  banks,  liquidating 
closed  banks,  and  regulating  the  activities  of  other  financial  institutions,  the 
Banking  Department  has  sought  to  improve  its  operations  by  giving  its  examiners 
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additional  training  and  education.  Through  the  activities  of  the  University  of 
Connecticut  and  the  Graduate  School  of  Banking  at  Rutgers  University,  examiners 
have  had  an  opportunity  to  improve  their  professional  standing. 

Departmental  officials  have  been  active  in  the  National  Association  of 
Supervisors  of  State  Banks.  Commissioner  Rapport  is  a  past-president  of  the 
Association,  and  Deputy  Commissioner  Flmore  is  at  present  secretary.  Both 
officials  are  members  of  the  Executive  Committee  of  the  Association  and  members  of 
the  Advisorv  Council  to  the  Federal  Deposit  Insurance  Corporation.  Mr.  Adams, 
Director  of  the  Securities,  Small  Loans,  and  Spies  Finance  Division,  is  a  past 
president  of  the  National  Association  of  Securities  Commissioners. 

Concept  of  the  Department's  Role . 

Banks  and  other  financial  institutions  account,  by  far,  for  the  major 
portion  of  the  work  of  the  department.  In  characterizing  its  examination 
activities,  the  department  has  emphasised  the  objective  of  maintaining  veil- 
managed,  solvent  banks.  It  has  stated  that  the  task  of  the  Department  is  not  to 
police  the  banks  to  prevent  embezzlement  and  fraud.  In  the  Digest  of  Adminis- 
trative Reports.  1947-194.8.  the  Department  said; 

"It  is  understandable,  although  somewhat  unfortunate,  that  the 
public  regards  government  bank  examiners  as  a  type  of  sleuth, 
whose  function  is  to  prevent  /defalcations^.  This  misconception 
of  our  duties  is  widely  held  throughout  the  country  and  it  stems 
from  the  fact  that  defalcations  have  considerable  news  value  and, 
since  state  or  Federal  supervisory  authorities  are  usually 
mentioned  in  the  news  stories,  the  public  attention  is  thus  drawn 
to  bank  examining  only  in  such  situations.. . .The  basic  responsi- 
bility for  the  prevention  of  embezzlement  lies  with  the  directors 
and  management  of  banks.... It  is  not  the  duty  of  any  bank 
supervisory  force,  state  or  Federal,  to  batch  crooks.  Our  function 
is  to  see  that  the  law  as  it  applies  to  banks  is  observed,  that 
banks  are  solvent,  and  that  their  management  and  operating  policies 
are  sound  and  likely  to  continue  so.  We  do  attempt  to  see  that 
every  bank  has  an  adequate  surety  bond  and  an  adequate  system  of 
internal  audit  and  control." 
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The  department  has  abjured  the  traditional  role  of  the  "hard-hearted 
unfriendly  examiner  with  the  policeman  complex"  and  has  developed  a  more 
cooperative  attitude  toward  the  banks.  The  cooperative  approach  has  been 
defined  by  Commissioner  Rapport  as  "the  appreciation  of  the  mutual  aims  of  good 
banking  and  good  supervision,  the  understanding  that  what  is  good  for  banking  is 
good  for  the  public  and  vice  versa." 

The  significance  of  this  concept  of  the  Department's  role  is  that  once 
the  technical  checks  of  compliance  with  the  law  have  been  made,  the  most  important 
part  of  the  work  of  the  bank  examiner  has  to  do  with  appraisal—appraisal  of 
solvency,  of  the  worth  of  assets,  of  methods,  and  of  management.  The  bank 
examiner  cannot  perform  the  task  of  internal  auditing  which  the  bank  itself  must 
do,  checking  and  verifying  to  see  that  every  transaction  is  handled  with  complete 
honesty  and  accuracy  and  making  recommendations  to  improve  accuracy  and  to  deter 
dishonesty.   The  Department  has  taken  the  view  that  the  appraisal  of  bank  manage- 
ment rather  than  auditing  is  the  proper  function  of  bank  examiners. 
Organization  of  the  Banking  Department. 
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Total  employment,  August  19/+9 58 

Vacancies 5 

Total  budgeted  personnel 63 

The  deputy  commissioner  serves  in  effect  as  the  general  manager  of  the 

department  and  acts  for  the  commissioner  in  his  absence.  Considerable  authority 

has  been  delegated  to  the  division  directors,  who  have  full  responsibility  for 

managing  the  activities  of  their  respective  divisions. 
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Bank  Examination . 

The  Director  of  Bank  Examinations  prepares  the  examination  schedules 
about  two  or  three  weeks  in  advance  of  examination.  He  decides  which  banks  to 
examine,  assigns  the  examiners,  estimates  the  amount  of  examination  time  required 
and  carries  on  the  correspondence  with  the  banks  in  the  first  instance.  Examiners 
are  guided  first  by  the  manual  of  examination  procedure  and  secondly  by  prepared 
work  sheets.  The  manual  is  a  complete,  up-to-date,  detailed  statement  of 
procedures  and  policies  to  be  followed  by  the  examiner  in  a  bank,  while  the 
work  sheets  are  a  constant  reminder  of  points  to  be  covered  in  the  examination. 
The  manual  which  was  developed  by  Mr.  Elmore,  the  deputy  commissioner,  helps  to 
keep  examiners  up-to-date  and  well-oriented.   It  covers  matters  of  procedure  and 
policy. 

The  examiners  take  possession  of  a  bank  during  an  examination.  Five  or 
six  examiners  make  up  the  crew  for  a  small  bank.   Up  to  fifteen  or  twenty  may  be 
required  for  large  banks.  The  largest  banks  take  every  available  examiner. 
During  the  examination,  all  bank  statements  are  recorded  and  verified.  The 
examiners  keep  a  record  of  unsecured  demand  loans,  all  collateral  and  mortgage 
loans,  and  all  securities  owned  by  the  bank.   State  member  banks  of  the  Federal 
Reserve  System  are  examined  jointly  by  the  Federal  Reserve  and  state  examiners. 

The  report  of  the  examiners  has  two  parts.  A  copy  of  the  first  part  is 
sent  to  the  bank  after  approval  by  the  director  of  the  division.   The  second 
part  is  the  examiner's  confidential  appraisal  of  the  management,  solvency,  and 
soundness  of  the  bank. 

In  recent  years,  the  specialized  assignment  of  staff  has  decreased. 
However,  two  examiners  now  specialize  on  building  and  loan  associations,  one 
examiner  is  a  specialist  on  credit  unions,  one  principal  examiner  specializes  on 
savings  banks,  and  two  examiners  deal  entirely  with  trust  departments.   However, 
every  principal  examiner  except  the  savings  bank  specialist  can  supervise  any 
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bank  examination.  The  director  dislikes  undue  specialization  because  it  makes  for 
an  inflexible  utilization  of  staff  resources. 

The  Department's  policy  is  to  sit  down  with  the  bank  directors,  and 
with  a  firm  attitude,  review  troublesome  matters.   The  Department  believes  that 
it  has  accomplished  basic  improvements  in  banking  by  making  suggestions  informally 
to  bank  officials. 

The  Commission  is  now  considering  the  appointment  of  two  review 
examiners  to  make  the  first  review  of  the  examiners'  reports  and  to  assist  the 
director  in  the  management  of  the  division.  There  is  a  tendency  for  examiners  to 
stick  to  old  methods.  Presumably  a  more  critical  review  of  examiners'  reports 
will  make  for  better  examinations.  Another  important  task  of  the  supervisory 
staff  is  to  overcome  the  timidity  of  examiners  in  dealing  with  bank  officials. 
A  perennial  problem  is  the  tendency  of  some  examiners  to  write  reports  which 
emphasize  minor  criticisms  of  banking  operations  and  to  bury  serious  matters  in  a 
maze  of  detail.  The  Department  is  aware  of  such  problems  and  attempts  to  meet 
them  constructively. 

Personnel:  Bank  Examiners . 

The  turnover  in  examiner  positions  is  rather  high.  Recent  increases 
in  salary  levels  may  help  to  reduce  the  turnover.  Since  July  1,  194-9,  the  start- 
ing salaries  for  examiners  are  as  follows : 

Junior  examiner. $3120  -  $4200 

Senior  examiner $4380  -  $5580 

Principal  examiner $5100  -  $6780 

Despite  salary  increases,  it  may  be  expected  that  a  bank  examiner  is  likely  to 

regard  his  position  as  a  stepping  stone  to  a  higher  paid  position  with  a  bank. 

A  junior  examiner  normally  remains  in  that  category  for  eight  to  ten  years. 

About  four  years  of  experience  in  a  financial  institution  or  a  college  degree 

with  some  work  in  financial  institutions  is  considered  an  appropriate  qualifi- 
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fication  for  junior  examiners.  A  senior  examiner  is  likely  to  remain  a  senior 
examiner  for  eight  to  twelve  years.  At  present  there  are  only  5  positions  at 
the  principal  bank  examiner  rank.  The  Department  believes  that  four  years  are 
sufficient  under  normal  conditions  to  develop  an  adequately  trained  examiner. 
It  follows  that  promotions  tend  to  come  too  slowly  for  the  junior  examiners. 

Advisory  Council  on  Banking. 

The  Bank  Commissioner  is  advised  by  an  advisory  council  on  banking 
consisting  of  seven  members  appointed  by  the  Governor  for  terms  of  four  years. 
In  addition  to  giving  general  advice  to  the  Banking  Commissioner  on  banking 
matters,  the  advisory  council  (l)  may,  after  a  hearing  on  charges  of  unfitness 
made  by  the  Commissioner,  order  the  Commissioner  to  remove  a  bank  official  from 
office;  and  (2)  by  two-thirds  vote  of  its  members,  establish  the  reserve 
requirements  of  state  banks. 

The  advisory  council  follows  closely  the  reserve  requirements  adopted 
by  the  Federal  Reserve  Board  for  member  banks  of  the  Federal  Reserve  System. 
The  formal  authority  of  the  council  to  order  the  removal  of  an  unfit  bank  official 
has  never  been  invoked  although  the  objective  of  removing  an  official  has  been 
accomplished  informally. 

At  present,  six  of  the  seven  members  of  the  Advisory  Council  are  bankers, 
and  the  seventh  member  is  a  lawyer  with  banking  interests.  While  the  Council 
rarely  meets  in  a  body,  the  Commissioner  frequently  consults  the  members 
individually. 

Banking  Commission. 

The  Banking  Commission  is  composed  of  the  State  Treasurer,  the  State 
Comptroller,  and  the  Bank  Commissioner.   The  most  important  power  of  the  Banking 
Commission  is  the  chartering  of  new  state  banks.   It  also  has  authority  to  grant 
fiduciary  powers  to  newly-organized  banks;  authorize  mergers  of  banks;  approve 
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changes  In  tank  capitalization,  change  of  name,  and  transfer  of  bank  franchises} 
and  decide  upon  the  establishment  of  small  loan  companies. 

Since  the  Bank  Commissioner  is  the  only  state  official  able  to  give  full 
time  to  banking  matters,  it  is  not  surprising  that  the  Banking  Commission  is 
dependent  on  the  Bank  Commissioner  for  information,  analysis,  and  recommendations. 
The  Bank  Commissioner  notifies  the  treasurer  and  comptroller  when  a  meeting  will 
be  held,  prepares  the  agenda,  circulates  relevant  material  in  advance  of  the 
meeting,  and  proposes  a  course  of  action.  It  has  become  traditional  for  the 
treasurer  and  comptroller  to  accept  the  proposals  of  the  Bank  Commissioner. 

Perhaps  the  most  important  function  of  the  Banking  Commission  is  the 
consideration  of  applications  to  organize  new  state  banks  and  trust  companies. 
The  Commission  must  consider  the  following  factors  in  granting  a  new  tank  charter: 

a.  The  population  of  the  area  to  be  served  by  the  proposed  bank. 

b.  The  adequacy  of  the  existing  banking  facilities. 

c.  The  convenience  and  necessity  to  the  public  of  the  proposed  facilities. 
4.  The  economic  need  for  new  banking  facilities. 

e.  The  character  and  experience  of  the  proposed  directors  and  officers. 

The  Banking  Commission  is  directed  to  grant  a  new  bank  charter  upon  determination 
that  the  new  tanking  facilities  would  be  in  the  public  interest  and  would  be 
carefully  and  prudently  managed. 

Comments  on  Successful  Phases  of  the  Work  of  the  Banking  Department . 

1.  The  Banking  Department  has  developed  and  maintained  good  working 
relations  with  tankers'  organizations  and  with  the  Federal  banking  agencies, 
including  the  Federal  Reserve  Board  and  banks,  the  Federal  Deposit  Insurance 
Corporation,  and  the  Comptroller  of  the  Currency.   Through  active  participation 
in  the  National  Association  of  Bank  Supervisors,  the  Bank  Commissioner  and  his 
principal  staff  assistants  have  cooperated  closely  with  other  state  banking 
departments. 

2.  The  day  to  day  activities  of  bank  examination  and  securities 
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regulation  are  carried  out  efficiently  and  intelligently.  The  staff  is  well- 
organized  and  trained  and  encouraged  to  develop  sound  techniques  of  examination 
and  licensing.  The  morale  in  the  Department  is  high  and  the  Commissioner  is 
highly  respected  by  the  staff  and  by  the  bankers  of  Connecticut. 

3.  The  Department  has  maintained  an  effective  relationship  with  the 
Banking  Committee  of  the  General  Assembly.   It  provides  the  members  of  the  Com- 
mittee with  objective  analyses  of  proposed  legislation  as  well  as  its  own  views 
about  the  advisability  of  enacting  certain  legislation.  It  does  not  hesitate  to 
recommend  legislative  changes  in  the  banking  statutes  and  to  urge  appropriate 
legislative  action. 

U»     The  Department  has  built  up  a  tradition  of  non-partisan  adminis- 
tration of  the  banking  laws  of  Connecticut.  The  Commissioner  has  usually  been 
reappointed  by  the  Governor  so  that  executive  experience  has  not  been  siphoned 
off  and  lost.  The  administration  of  the  Department  has  been  singularly  free 
from  invidious  "political"  pressures. 

Weaknesses  in  operation  of  the  Banking  Department. 

1.  State  agencies  and  departments  frequently  perform  their  daily  tasks 
with  a  considerable  degree  of  effectiveness  and  at  the  same  time  fail  to  con- 
tribute to  the  solution  of  broad  problems  affecting  the  state.  The  Banking 
Department,  within  the  narrow  framework  of  bank  examinations  and  the  licensing 
of  securities  dealers  and  small  loan  companies,  is  performing  its  tasks  well. 
However,  from  the  point  of  view  of  contributing  to  an  understanding  and  attainment 
of  the  role  of  banking  in  the  economy  of  Connecticut,  the  Department  is  unsuccess- 
ful. It  makes  no  contribution  to  an  analysis  of  eoonomic  problems  affecting  the 
state.  It  has  no  staff  economist  who  might  study  the  impact  of  banking  policies 
on  the  economy  of  the  state,  and  analyze  the  extensive  data  made  available  by  the 
Federal  Government  concerning  banking  and  economic  development. 
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2.  Perhaps  the  greatest  defect  in  the  organization  of  banking  activi- 
ties is  the  failure  to  utilize  the  resources  of  the  Banking  Department  and  related 
agencies  to  make  the  state  more  alert  to  emerging  and  critical  problems. 

a.  The  Bank  Commissioner  has  virtually  no  contact  with  the 
Governor  and  his  office,  and  The  Banking  Department  has  made  little  effort  to  keep 
the  Governor  informed  of  banking  developments  except  through  the  annual  report 
required  by  statute.  Without  direct  contact  with  the  Governor  and  The  Executive 
Office,  the  Bank  Commissioner  is  unable  to  bring  his  knowledge  of  banking  to  bear 
upon  a  solution  of  economic  problems  facing  the  state.  He  is  encouraged  to  give 
his  attention  only  to  the  daily  administrative  tasks  and  to  neglect  matters  of 
broad  policy. 

b.  The  Banking  Department  is  isolated  from  the  business  programs 
in  other  agencies.  Although  the  Banking  and  Insurance  Departments  are  concerned 
with  the  credit  and  loan  policies  of  financial  institutions,  their  operations 
remain  autonomous  and  unrelated.  The  techniques  of  examination  of  insurance 
companies  and  their  financial  institutions  are  very  similar:  yet,  no  opportunity 
is  provided  for  mutual  exchange  of  relevant  information  and  experience  between  the 
two  departments.  The  Bank  Commissioner  has  no  one  in  the  Executive  Branch  with 
whom  he  might  discuss  constructive  ideas  affecting  banking  or  the  economy  of  the 
state , 

c.  The  Bank  Commissioner  has  developed  close  contacts  with  the 
General  Assembly.  Nevertheless,  he  has  no  opportunity  to  give  the  state  legis- 
lators the  benefit  of  his  judgment  on  matters  outside  the  area  of  banking, 
narrowly  considered. 

In  short,  the  experience  of  the  Bank  Commissioner  in  an  important 
sector  of  the  state's  economy  is  lost,  and  the  state  fails  to  get  the  full  benefit 
of  its  operating  experience  in  the  banking  field. 
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3.  The  Bank  Commissioner  has  no  authority  to  initiate  investigations  of 
sales  finance  companies.  Under  Chapter  287  of  the  Revised  Statutes,  the  Com- 
missioner has  authority  to  investigate  only  alleged  violations  set  forth  in  a 
written  complaint  filed  by  a  retail  buyer.  The  Commissioner's  authority  to 
inspect  records,  hold  hearings,  compel  attendance  of  witnesses,  etc.  may  be 
exercised  only  after  receipt  of  a  written  complaint.  The  regulations  affecting 
sales  finance  companies  would  be  much  more  affective  if  the  Commissioner  were 
empowered  to  initiate  investigations  when  he  had  reason  to  believe  that  the 
statute  was  being  violated.  Such  a  change  would  require  modification  of 
Sec.  5966  of  the  General  Statutes,  Revised  194-9. 

Broad  Issues  to  be  Resolved . 

The  major  issue  concerns  the  role  of  the  Department.  The  present 
Banking  Department  of  fifty-eight  employees  is  concerned  in  the  main  with  periodic 
examination  of  banks  and  other  financial  institutions.  Its  separateness  as  an 
organization  and  its  isolated  position  tend  to  prevent  its  contributing 
knowledge  and  experience  to  the  solution  of  problems  outside  the  narrow  confines 
of  bank  examinations  and  the  licensing  of  dealers  in  securities.  It  does  not 
help  to  make  the  state  alert  to  significant  economic  trends  and  emerging  economic 
problems.  Nor  is  it  in  a  position  to  develop  banking  policy  and  the  banking 
program  on  the  basis  of  the  best  available  knowledge  of  economic  conditions 
generally.  The  issue  to  be  resolved  can  be  stated  as  follows:  Should  the 
Department  contribute  to  the  making  of  policy  affecting  the  economy  of  Connecti- 
cut, and  should  the  state's  total  economic  program  and  the  condition  of  the  state 
and  national  economy  have  any  bearing  on  the  development  of  banking  policy?  If 
so,  how  can  the  state's  activities  in  the  banking  field  best  be  organized? 
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Possible  Courses  of  Action. 

There  are  three  possible  courses  of  action: 

1.  The  Banking  Department  could  remain  as  an  independent  agency 
concentrating  its  attention  on  bank  examinations  and  related  activities. 

2.  The  Department  could  be  merged  with  the  Insurance  Department  in 
a  Department  of  Banking  and  Insurance . 

3 .  The  Department  could  be  transferred  to  a  Secretariate  for  Economic 
Affairs,  which  would  include  the  Banking  Department,  Insurance  Department, 
Public  Utilities  Commission,  and  other  departments  as  outlined  in  Part  I  of  this 
report. 

C.  Recommendations 
Comments  on  Proposals. 

1.  The  first  possibility  is  clearly  unsatisfactory  since  it  makes  no 
attempt  to  meet  the  basic  weakness  of  the  Banking  Department. 

2.  The  second  plan  has  the  advantage  of  oombining  in  one  agency 
activities  and  functions  which  are  closely  related.  Given  proper  supervision  and 
good  will  it  is  possible  that  a  merger  of  the  two  departments  would  bring  about 
more  effective  consideration  of  economic  problems  and  policies.  However,  the 
experience  of  several  states  which  have  consolidated  banking  and  insurance 
functions  in  recent  years  is  not  promising.  Frequently  the  two  parts  of  the  new 
consolidated  agency  remain  quite  autonomous  and  unrelated.  It  may  be  possible, 
however,  to  improve  the  techniques  of  examination  through  close  association  of 
banking  and  insurance  examiners.  It  is  unlikely,  however,  that  the  combined 
departments  of  banking  and  insurance  (total  personnel  now  108)  could  justify  a 
budgetary  request  for  an  economic  staff  strong  enough  to  make  the  necessary 
studies  of  the  state's  economy.  More  significantly,  the  perspective  gained  by 
combining  insurance  and  banking  activities  is  not  large  enough  to  provide  an 
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adequate  frame  of  reference  for  considering  broad  questions  of  economic  policy. 

3.  A  new  Secretariate  for  Economic  Affairs  embracing  the  key  regula- 
tory areas  has  the  advantage  of  providing  the  broad  perspective  required  for  the 
consideration  of  matters  of  economic  policy.   The  new  Secretariate  would  be  able 
to  justify  its  need  for  an  economic  staff  strong  enough  to  meet  the  requirements 
of  its  constituent  parts  and  would  for  the  first  time  make  economic  analysis 
available  as  a  tool  of  administrative  regulation  in  Connecticut.  The  banking 
functions  would  be  organized  in  a  Banking  Department  of  the  Secretariate  for 
Eoonomio  Affairs.  The  Bank  Commissioner  would  be  appointed  by  the  Governor 
without  legislative  confirmation  but  upon  the  recommendation  of  the  Secretary 
for  Economic  Affairs.  He  would  be  fully  responsible  to  the  Secretary  for  the 
direction  of  the  activities  of  the  Banking  Department  and,  under  the  direction 
of  the  Secretary,  would  participate  in  the  preparation  of  studies  of  economic 
trends  in  Connecticut. 

4«  The  Advisory  Council  on  Banking  is  helpful  in  the  regulation  of 
banking  and  should  be  retained.   However,  it  is  questionable  whether  the  council 
should  have  powers  of  decision  and  whether  it  should  be  composed  exclusively  of 
bankers  and  other  persons  with  banking  interests.  It  is  recommended  that  the 
council  should  be  a  truly  advisory  group,  and  it  should  include  several  non- 
bankers.  Its  present  powers  should  be  vested  in  the  Bank  Commissioner,  subject 
to  the  written  approval  of  the  Secretary  for  Economic  Affairs.  It  may  be 
desirable  to  require  the  B"nk  Commissioner  to  consult  the  Advisory  Council  before 
making  a  decision  on  matters  involving  reserve  requirements  and  the  withdrawal 
of  bank  officials  deemed  to  be  unfit  to  participate  in  banking  affairs. 

5.  The  Banking  Commission  is  not  useful.  Neither  the  comptroller  nor 
the  treasurer  can  give  adeauate  time  and  attention  to  the  tasks  performed  by  the 
Commission.  Since  the  Commission  performs  no  function  which  could  not  be  per- 
formed by  the  Bank  Commissioner,  the  Commission  should  be  abolished  and  its 
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functions  transferred  to  the  Bank  Commissioner,  provided  that  the  issuance  of 
new  bank  charters  will  also  require  the  written  approval  of  the  Secretary  for 
Economic  Affairs. 

The  Bank  Commissioner  should  receive  a  salary  consistent  with  the 
important  responsibilities  which  rest  upon  him.   A  salary  of  $15,000  is 
recommended.   (Present  salary,  $9,000).  The  office  calls  for  high  competence 
and  complete  integrity.  The  Bank  Commissioner,  furthermore,  must  deal  vdth 
bankers  whose  earnings  and  prestige  are  high  in  the  business  community.  His 
salary  should  not  be  so  low  as  to  make  him  continually  conscious  of  its 
inadequacy,  and  to  place  him  at  a  disadvantage  in  representing  the  state. 
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Page  42-a  PUBLIC  UTILITIES  COMISFION 

DATA 

Established  in  1911. 

Commission:  Three  commissioners,  appointed  by  the  General  Assembly  upon 
nomination  by  the  Governor. 

Tenure:  Staggered  terms  of  6  years  from  July  1  following  appointment  and  until  a 
successor  is  appointed  and  has  qualified.  Removal  for  misconduct, 
neglect  of  duty,  incompetence,  or  active  participation  in  political 
campaigns  only  upon  judgment  of  superior  court  based  upon  filing  of 
complaint  by  the  Attorney  General  (in  his  own  discretion  or  at  the 
direction  of  the  Governor). 

Salary:  $9,000  per  annum. 

Statutory  qualifications  for  appointment:  A  commissioner  must  be  an  elector  of 
the  State  of  Connecticut.  No  officer,  employee,  agent,  or 
attorney  of  any  public  utility  company  may  be  a  Commissioner  (or 
an  employee  of  the  Commission). 

Number  of  employees,  October,  1949:  47. 

Appropriations  for  year  1949-1950:  $245,578. 

Illustrations 
For  illustrations  of  activity  of  the  Public  Utilities  Commission,  see: 

1.  Pp.  11-1-2  for  engineering  investigations  and  studies. 

2.  Pp. 12-13  f°r  accounting  activities. 

3.  Pp.  13-16  for  motor  transportation  activities. 
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PUBLIC  UTILITIES  COMMISSION 

A.  Background  and  History 

The  regulation  of  public  utilities  began  primarily  as  a  local  or 
municipal  governmental  problem.   Cities  pioneered  in  developing  regulatory  con- 
trols because  of  the  necessity  to  protect  the  public's  interest  in  the  construction 
of  properties  in  the  city  streets  and  public  places.  The  cities  attempted  to  regu-  ■ < 
late  street  railways  and  other  utilities  by  prescribing  restrictions  and  require- 
ments of  operation  in  a  municipal  franchise  granted  by  the  city  council.  The 
franchise  typically  contained  provisions  relating  to  safety,  adequacy  of  service 
and  maximum  rates. 

Franchise  regulation  proved  to  be  unsatisfactory  and  gradually  broke 
down  in  the  1880' s  and  lS^'s.  Franchise  provisions  were  rigid  and  inflexible 
and  could  not  keep  pace  with  rapid  technological  change.  The  original  rates 
became  excessive  very  rapidly,  and  the  huge  profits  of  street  railway  companies 
gave  rise  to  political  manipulations  and  notorious  consolidations.  The  state 
legislatures  attempted  to  fix  rates  of  public  utilities  by  the  franchise  method 
also,  but  were  equally  unsuccessful. 

Administrative  regulation  of  public  utilities  was  a  product  of  the 
political  ferment  of  the  Progressive  period  in  American  politics.  Under  the 
leadership  of  men  like  LaFollette  and  Hughes,  the  states  took  the  leadership  in  an 
attempt  to  fight  fraud  and  corruption  in  political  life  and  to  establish  basic 
social  reforms.  In  1907  New  York  and  Wisconsin  established  the  first  state  regu- 
latory commissions  to  control  the  operations  of  public  utilities,  and  since  that 
time,  most  states  have  created  commissions  with  power  to  fix  reasonable  rates  and 
to  prescribe  conditions  of  operation.   State  administrative  regulation  arose  out  of 
the  corruption  and  ineffectiveness  of  franchise  regulation  and  was  expected  to 
reduce  rates. 
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Prior  to  1911,  public  utilities  in  Connecticut  were  regulated  by  the 
State  Railroad  Commission  or  by  state  and  local  franchises  and  special  charters. 
In  1907  Governor  Woodruff,  in  a  message  to  the  General  Assembly,  recommended  the 
enactment  of  statutes  to  regulate  the  issuance  of  securities  by  railroad  and  tele- 
phone companies,  In  the  same  year,  the  Governor  asked  the  legislature  to  authoriz© 
him  to  appoint  a  special  committee  of  five  members  to  consider  the  charters  and 
laws  governing  public  utility  companies.  The  General  Assembly  itself  appointed  the 
members  of  a  commission  "to  reconsider  the  laws  of  this  state  relating  to  public 
service  corporations  and  to  recommend  to  the  next  General  Assembly  legislation  to 
correct  such  evils  and  defects  as  they  may  find  to  exist  therein,  or  any  legisla- 
tion  on  the  subject  which  they  may  deem  desirable  for  the  public  interest." 

The  legislative  committee,  under  the  chairmanship  of  Attorney  General 
Holcomb,  made  its  report  to  the  legislature  in  January  1909.  It  recommended  the 
creation  of  a  public  utilities  commission  with  broad  powers  of  supervision  over 
public  utility  companies.  The  proposed  bill  was  defeated  in  the  1909  legislative 
session  and  became  a  major  issue  in  the  election  of  the  General  Assembly  of  1911, 
A  compromise  bill  was  finally  enacted  which  failed  to  give  the  Public  Utilities 
Commission  control  over  the  issuance  of  securities  of  public  utility  companies  even 
though  overcapitalization  of  many  utility  companies  was  a  major  evil.   Governor 
Baldwin  sent  to  the  General  Assembly  for  confirmation  the  names  of  the  members  of 
the  old  Railroad  Commission,  John  H.  Hale,  Theodore  B.  Ford,  and  Richard  T.  Higgins, 
who  served  as  public  utility  commissioners  until  1917,  1915,  and  1934  respectively. 

The  Public  Utilities  Commission  did  not  urge  the  legislature  either  to 
increase  its  statutory  authority  or  to  enlarge  its  staff.  In  1931  the  Commission 
spent  about  #70,000,  including  $19,000  for  the  salaries  of  the  three  Commissioners. 


*  Conn.  Senate  Journal,  1907,  p.  2124 . 
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It  was  able  to  employ  a  staff  of  seventeen  to  carry  out  the  work  delegated  to  it 
by  the  legislature.  Given  its  small  staff  and  appropriation,  the  Commission, 
during  its  first  two  decades,  did  not  make  investigations  of  utility  operations 
on  its  own  responsibility  and  through  its  own  employees.  It  was  content  to  serve 
in  the  capacity  of  a  court  to  hear  the  evidence  as  presented  to  it. 

The  authority  of  the  Public  Utilities  Commission  has  been  extended 
gradually  since  its  creation  in  1911.  In  1915  it  was  given  jurisdiction  over 
utility  mergers,  but  it  could  not  control  effectively  the  capitalization  of  the 
merged  companies.  In  1921  when  motor  busses  and  taxicabs  were  subjected  to  the 
Commission's  control,  the  Commission  was  authorized  for  the  first  time  to  grant 
certificates  of  convenience  and  necessity  to  public  utility  companies.  In  1935, 
the  Commission  was  finally  granted  regulatory  powers  over  the  issuance  of  utility 
securities  and  over  motor  freight  carriers. 

B.  Findings 
The  Commission. 

The  Public  Utilities  Commission  consists  of  three  electors  of  Connecticut 
appointed  by  the  General  Assembly  upon  nomination  by  the  Governor  for  staggered 
terms  of  six  years.  No  officer,  employee,  attorney,  or  agent  of  any  public 
utility  company  may  be  a  member  or  employee  of  the  Commission.  Commissioners  may 
be  removed  from  office  for  "misconduct,  material  neglect  of  duty,  incompetence... 
or  active  participation  in  political  management  or  campaigns..."  (Sec.  5394). 
Removal  can  be  accomplished  only  after  judgment  of  the  superior  court  rendered  upon 
written  complaint  of  the  Attorney  General.  The  salary  of  each  commissioner  is 
$9,000  per  annum. 


*  For  an  account  of  the  Commission's  activity  from  1911  to  1931,  see  Clyde  Olin 
Fisher,  Some  Aspects  of  Commission  Regulation  of  Public  Utilities  in  Connecticut. 
Ann  Arbor,  1933. 
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The  following  men  have  served  as  Commissioners: 

Term 


John  H.  Hale  1911—1917 

Theodore  B.  Ford  1911—1915 

Richard  T.  Higgins  1911—1934 

Charles  C.  Elwell  1915—1931 

Joseph  W.  Alsop  1917—1941 

Edwy  L.  Taylor  1931—1941 

Alvan  W.  Hyde  1934—1941 

Joseph  P.  O'Connell  1941—1947 

Clyde  0.  Fisher  1941—1947 

Eugene  S.  Loughlin  1943 —  (term  ended  June  30,  1949; 

remains  until  successor 
is  qualified.  ) 

Carl  M.  Sharpe  1947—1948 

Henry  B.  Strong  1947—  (term  ending  1951) 

Frederick  H,  Holbrook  1948—  (term  ending  1953) 

The  chairmanship  of  the  Commission  rotates  among  the  members.  The  chair- 
man has  no  special  authority  or  responsibility  for  the  direction  of  the  work  of 
the  Commission. 

In  general,  the  Commissioners  have  not  had   previous  experience  which 
would  equip  them  directly  for  membership  on  the  Public  Utilities  Commission.  Most 
commissioners  hold  important  political  posta  in  the  Republican  Party  in  Connecticut 
or  in  the  executive  branch  of  the  state  government  prior  to  their  appointment. 
Since  1940,  only  one  commissioner  has  had  especial  knowledge  of  utility  matters. 

Functions . 

1.  The  basic  function  of  the  Commission  is  the  regulation  of  the  rates 
and  services  of  utility  companies  (See  Sec.  5409).  Each  company  must  file  with  the 
Commission  any  proposed  amendment  of  its  existing  rate  schedule.  The  Commission 
may  "make  such  investigation  ...  as  may  ...  be  necessary  to  determine  whether  the 
rates  specified  in  any  schedule  are  unreasonably  discriminatory  or  more  or  less 
than  just,  reasonable  and  adequate,  or  that  the  service  furnished  by  such  company 
is  inadequate  to  or  in  excess  of  public  necessity  and  convenience."  In  addition, 
the  Commission  may  "determine  and  prescribe  an  adequate  service  to  be  furnished  and 
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just  and  reasonable  »ates  and  charges  to  be  made  by  such  company."  The  Commission 
is  given  a  period  of  120  days  to  act  upon  a  request  for  an  amendment  of  a  rate 
schedule.  At  any  hearing  involving  a  rate,  the  burden  of  proving  that  a  rate  under 
consideration  is  just  and  reasonable  is  on  the  public  utility  company. 

2.  In  addition  to  the  establishment  of  adequate  service  and  reasonable 
rates,  the  Commission  is  charged  with  the  regulation  of  utility  companies  with 
respect  to  the  following  matters: 

a.  safety  of  operations ; 

b.  issuance  of  securities  and  borrowings  of  moneys 

c.  mergers,  consolidations,  dissolutions,  and  sale,  lease,  assign- 

ment or  mortgage  of  any  essential  part  of  their  utility 
plant ; 

d.  management  of  utility  property; 

e.  requirement  of  uniform  accounting  practices  and  maintenance  of 

accounting  standards ; 

f.  annual  audits  by  independent  public  accountants; 

g.  submission  of  annual  financial  reports;  and 
h.  investigation  of  accidents. 

3.  The  following  utility  companies  are  under  the  jurisdiction  of  the 

Public  Utilities  Commission: 

Privately 

Owned  and    Municipal    Companies 
Operated  Companies    Not  Operated Total 

1  13 

7 
6 
1 
5 
2 
2 
6 

3  108 


Electric 

7 

5 

Gas 

7 

- 

Gas  and  Electric 

5 

1 

Express 

1 

- 

Railroad 

5 

- 

Street  Railway 

2 

- 

Telegraph 

2 

- 

Telephone 

6 

- 

Water 

72 

33 

Total 


107 


39 


150 


*  As  of  Dec.  31,  1947. 
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The  Commission  also  has  jurisdiction  over  the  following  motor  carriers 

(passenger  and  freight): 

Livery  358 
Motor  Bus 

Interstate  21 

Intrastate  56 
Motor  Truck 

Interstate  £C69 

Common  775 

Contract  14.2 

Taxicab  165,,. 

Total  6586 

The  Commission's  Concept  of  Its  Role . 

The  survey  of  the  operations  of  the  Commission  has  not  wholly  clarified 

the  Commission's  concept  of  its  role,  The  following  statements,  however,  appear 

to  be  well-established: 

1.  The  Commissioners  emphasize  the  judicial  aspects  of  the  regulatory 
task.  They  regard  as  their  major  responsibility  the  conduct  of  hearings  and  the 
determination  of  issues  based  on  the  evidence  presented  to  them  in  a  formal  hearing. 

2.  The  Commissioners  do  not  actively  promote  better  working  regulations 
with  the  Legislature,  the  Governor,  or  other  agencies.  Their  view  of  the  Com- 
mission as  an  independent,  autonomous  agency  with  discretionary,  rate-making 
authority  is  matched  by  a  desire  to  remain  aloof  from  policy  controversies,  to  be 
unaffected  X.y  general  economic  conditions,  and  to  eschew  the  role  of  an  aggressive 
protector  of  the  public's  interest  in  the  provision  of  adequate  services  by  the 
utility  companies  at  reasonable  and  just  rates. 

3.  The  staff  is  aware  that  the  appointment  of  Commissioners  in  the  past 
has  frequently  been  governed  by  partisan  political  considerations.  The  staff 
appears  to  have  interpreted  the  tradition  of  appointing  inexperienced  commissioners 
as  an  obstacle  to  the  evolution  of  a  more  active  regulatory  program.  It  is  our 
impression  that  many  employees  of  the  Commission  would  favor  a  more  active  program 

*  As  of  Sept.  30,  1949. 
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of  investigating  the  operations  of  the  utility  companies  but  realize  that  the  com- 
missioners have  not  in  the  past  encouraged  or  supported  a  more  positive  pattern  of 
regulation.  As  a  result,  the  staff  tends  to  develop  or  to  accept  limited  regu- 
latory goals  and  objectives. 

Organization.  Staffing,  and  Finances . 

The  Commission  is  organized  into  four  divisions: 

Employment:  Oct.  1949 
Accounting  and  Finance  Division  8 

Engineering  Division  7 

Motor  Transportation  Division  17 

Secretarial  Division  11 

A  special  counsel  is  attached  to  the  office  of  the  commissioners.  The  Secretarial 

Division  maintains  files  and  dockets,  conducts  official  correspondence,  prepares 

the  calendar  of  hearings,  issues  the  Commission's  orders,  maintains  a  stenographic 

pool,  and  records  all  hearings  held  before  the  Commission. 

From  1930  to  1940,  the  Commission's  staff  increased  from  about  seventeen 
to  forty-tjiree.  Most  of  the  increase  was  due  to  the  development  of  comprehensive 
regulation  of  the  motor  transport  industry  after  1935.   Since  194-0 ,    there  has  been 
no  significant  change  in  the  size  of  the  staff  except  the  addition  of  two  additional 
hearing  stenographers. 

The  annual  expenditures  of  the  Commission  have  increased  from  $70,000 
in  1930  to  $130,000  in  1940  to  f 206, 000  in  1949.  The  appropriation  for  1949-50 
is  f245,578. 
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Commission  at  official  gatherings,  he  does  not  assume  any  special  responsibility 
for  the  administration  of  the  affairs  of  the  Public  Utilities  Commission.  The 
Commission  lacks  vigorous  continuing  direction  and  the  burden  of  day  to  day 
management  falls  primarily  on  the  shoulders  of  three  or  four  senior  staff  members 
who  form  an  unofficial  steering  committee  to  carry  out  the  daily  tasks  of  regu- 
lation. 

Our  survey  of  the  Public  Utilities  Commission  confirms  the  conclusion 
reached  fey  the  Hoover  Commission  and  its  Task  Force  on  Regulatory  Commissions. 
With  respect  to  the  administration  of  regulatory  programs  by  Commissions,  the 
Hoover  Commission  said: 

"Administration  by  a  plural  executive  is  universally 
regarded  as  inefficient.  This  has  proved  to  be  true  in  connection 
with  the  (Federal)  commissions.  Indeed,  those  cases  where  adminis- 
tration has  been  distinctly  superior  are  cases  where  the  administrative 
as  distinguished  from  the  regulatory  duties  have  been  vested  in  the 
chairman.  There  are  many  administrative  duties.  Their  efficient 
handling  will  frequently  make  the  difference  between  a  commission's 
keeping  abreast  of  its  work  or  falling  woefully  behind." 
The  three  lommissioners  have  not  given  adequate  attention  to  the 
managerial  aspects  of  their  activity.  They  tend  to  get  bogged  down  in  adminis- 
trative detail  which  should  be  delegated  to  the  staff.  They  are  unable  to  free 
themselves  for  the  more  important  task  of  developing  regulatory  standards  and 
objectives  and  of  planning  the  regulatory  program.  As  the  Hoover  Commission  Task 
Force  on  Regulatory  Commissions  said  with  respect  to  commissioners  of  the  federal 
independent  regulatory  commissioners,  the  commissioners  "are  too  preoccupied  with 
minor  matters  to  be  able  to  devote  the  necessary  time  and  thought  to  the  more 
basic  issues  of  regulation. "* 


*The  Commission  on  Organization  of  the  Executive  Branch  of  the  Government,  Task 
Force  Report  on  Regulatory  Commissions  (Appendix  N),  Jan.  1949,  p.  ix. 
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can  be  completed  in  one  day  or  less,  while  important  rate  hearings  may  last 
several  days  or  weeks.  Most  of  the  hearings  are  concerned  with  transportation 
matters  rather  than  the  older  utilities. 

Hearings.  1947-48 


Number 

of 

Findings 

and 

Classification 

Hearings  Held 

Orders  I 

ssued 

Electric 

2 

2 

Gas 

11 

11 

Gas  and  Electric 

4 

4 

Telephone 

4 

4 

Water 

8 

7 

Railroad 

9 

6 

Total 

38 

34 

Motor  Truck 

103 

91 

Motor  Bus 

75 

63 

Taxioab 

53 

45 

Livery 

38 

35 

Total 

269 

234 

Grand  Total 

307 

268 

In  the  motor  transportation  field,  the  number  of  hearings  has  remained 
high.  Under  the  statute  the  Commission  is  required  to  make  a  finding  of  public 
convenience  and  necessity  before  issuing  certificates  of  operation.  The  Com- 
mission reports  that  hearings  have  become  increasingly  controversial  and  time- 
consuming  because  of  the  zealousness  of  existing  carriers  in  protecting  their 
property  rights. 

A  hearing  generally  requires  the  presence  of  the  special  counsel  and 
other  appropriate  staff  officials,  including  the  chief  accountant,  chief  engineer, 
or  chief  transportation  examiner.  The  staff  presents  information  for  the  con- 
sideration of  the  commissioners,  and  questions  the  witnesses  of  the  utility  or 
transportation  companies  on  behalf  of  the  commissioners.   Since  hearings  are  held 
normally  on  Mondays,  Tuesday,  and  Thursdays  and,  when  the  schedule  is  heavy,  on 
Wednesdays,  they  represent  a  major  claim  on  the  time  of  the  supervisory  staff. 
There  are  generally  three  to  eight  hearings  each  week. 
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2.  Engineering  Investigations  and  Studies.  The  Commission  is  required  by 
statute  to  investigate  all  fatal  accidents  involving  public  utility  companies  and 
motor  common  carriers  in  order  to  determine  the  cause  of  and  the  circumstances  con- 
nected with  each  accident  and  to  make  appropriate  recommendations  to  promote 
safety.  In  addition  the  Commission  investigates  all  serious  accidents.  Investi- 
gations of  accidents  are  made  by  the  Engineering  Division,  which  also  investigates 
complaints  filed  by  consumers  about  the  services  provided  by  the  utilities. 

The  engineers  also  inspect  busses  for  conformance  to  safety  standards 
before  they  are  put  into  service.  One  engineer  is  able  to  handle  accident  investi- 
gations and  inspections  of  busses.  He  spends  three  or  four  days  in  the  field  every 
week  to  complete  his  schedule  of  examinations. 

Another  engineer  makes  an  annual  inspection  of  all  railroad  lines  in  the 
state,  usually  during  August  and  September.  He  also  investigates  accidents  on 
railway  property,  including  grade  crossings  and  freight  yards,  and  investigates 
complaints  about  the  operation  of  private  water  companies.  A  third  engineer  pre- 
pares reports  on  the  monthly  fuel  supply  of  gas  and  electric  companies,  the  monthly 
production  of  power  by  the  various  electric  companies,  and  the  accuracy  of  electric, 
gas,  and  water  meters.   The  meter  tests  made  by  the  companies  once  every  six  or 
seven  years  are  checked  for  accuracy  at  a  laboratory  maintained  by  the  Commission 
at  Storrs.  The  standard  rotating  test  meter  of  the  company  is  checked  against  the 
Commission's  standard.  If  the  company's  test  is  acceptable,  the  Commission  issues 
a  certificate  of  standardization  of  meters.   The  testing  of  meters  requires  three 
months  in  the  spring  and  three  months  in  the  fall.  The  Commission  checks  a  con- 
sumer's meter  only  upon  complaint  and  payment  of  a  deposit  of  one  dollar,  which  is 
refunded  to  the  consumer  if  the  meter  is  inaccurate  by  l&   or  more. 

The  chief  engineer  and  associate  chief  engineer  make  special  engineering 
studies  in  connection  with  rate  cases.  They  analyze  the  evidence  submitted  by  the 
companies.  In  rate  cases,  the  engineers  attempt  to  test  the  reasonableness  of  the 
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figures  submitted  by  the  companies.  The  engineering  staff  believes  that  more 
staff  is  required  to  analyze  such  engineering  data. 

Over-all,  about  25-30$  of  the  time  of  the  engineering  staff  is  devoted 
to  motor  transportation  as  opposed  to  non-transportation  matters.  With  respect  to 
function,  about  30%  of  the  staff's  time  is  spent  on  consumer  complaints. 

3.  Accounting  Activities.  No  accountant  has  been  added  to  the  staff  of 
the  Accounting  and  Auditing  Division  since  1933.  The  shortest  tenure  for  a  staff 
accountant  is  sixteen  years,  the  longest,  thirty  years.  The  accountants  perform 
the  following  functions:  They 

a.  Review  annual  financial  reports  submitted  by  the  utility  com- 
panies, noting  serious  or  unusual  items  or  errors., 

b.  Handle  inquiries  from  the  public  about  utility  regulation. 

c.  Prepare  two  annual  reports  to  the  Governor  on  the  financial  con- 
dition of  the  utility  companies  and  on  the  major  and  important  cases  before  the 
Commission, 

d.  Make  special  investigations  of  accounting  matters  in  connection 
with  pending  cases,  including  field  inspections  of  company  records,  A  staff  view 
is  that  more  field  investigations  should  be  made  to  permit  the  Commission  to 
develop  an  affirmative  case  of  its  own  in  a  rate  hearing. 

e.  Testify  at  hearings,  assist  special  counsel  in  cross-examining 
witnesses,  and  prepare  exhibits  and  records  for  presentation  at  hearings. 

f.  Examine  annual  audits  of  utility  companies  made  by  independent 
accountants.  Audits  must  be  filed  annually  with  the  Commission  before  April  1, 
and  must  be  sufficiently  extensive  to  meet  statutory  requirements. 

g.  Analyze  data  submitted  by  companies  in  support  of  applications 
for  approval  of  issuance  of  securities. 

h.  Draft  and  police  uniform  accounting  rules  for  nil  utility 
companies. 
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I.  Maintain  current  financial  statistics  showing  the  status  of  each 
utility's  operations  and  its  operating  costs. 

j.  Verify  &ompany  studies  of  original  cost  and  reclassification  of 
plant  assets.  This  critical  work  has  lagged  because  of  the  shortage  of  staff. 
The  Commission  has  required  the  companies  to  make  original  cost  studies  and  to 
reclassify  property  to  conform  to  accounting  standards.  The  company  studies  were 
delayed  during  the  war  period  but  have  now  been  completed.  The  Commission  has 
been  able  to  make  an  audit  and  review  of  only  four  studies,  all  by  water  com- 
panies with  plant  assets  over  $50,000.  In  its  194-9-50  budget  statement,  the  Com- 
mission, with  the  support  of  the  Governor,  requested  $75,000  for  the  temporary 
appointment  of  accounting  experts  to  be  employed  on  a  fee  basis  to  examine  the 
reasonableness  and  accuracy  of  the  reports  of  the  companies  on  original  cost.  The 
General  Assembly  cut  out  this  amount  entirely. 

U.  Motor  Transportation  Activities.  Before  1935,  the  Commission  regu- 
lated busses  and  taxicabs.  Theaddition  of  regulatory  powers  over  trucks  in  1935 
created  a  considerable  workload  for  the  Commission. 

a.  Motor  Busses.  Anyone  desiring  to  operate  a  motor  bus  must  apply 
to  the  Commission  for  a  certificate  of  convenience  and  necessity.  The  Commission 
has  authority  to  grant  or  deny  the  applic??tion  and  to  specify  the  routes  and 
schedules  for  the  operation  of  busses.  All  applications  are  set  down  for  hearing 
before  the  Commission.  Operators  of  interstate  motor  busses,  operating  on  state 
highways  must  apply  for  a  permit,  which  may  be  issued  without  hearing  by  the 
Commission.  All  busses  operated  under  a  certificate  from  the  Commission  must  con- 
form to  the  established  engineering  and  safety  standards,  and  applications  for 
changes  in  fares  charged  by  busses  must  be  filed  with  the  Commission  for  its  con- 
sideration. With  respect  to  fares,  schedules,  and  routes,  the  jurisdiction  of  the 
Commission  is  comprehensive.  Even  a  change  in  a  bus  stop  requires  formal  approval 
by  the  Commission. 
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Passengers  frequently  complain  about  bus  operations  to  the  Commission, 
which  endeavors  to  investigate  the  complaints.  Complaints  are  made  about  over- 
loading, operating  ahead  of  schedule,  too  few  busses,  delays  enroute,  and  "lost 
and  found"  articles. 

b.  Taxi cabs.  The  Commission  prescribes  the  nature  of  the  service 
and  the  charges  of  taxicabs  and  establishes  regulations  relating  to  safety  and 
maintenance  of  equipment.  Anyone  desiring  to  operate  a  taxicab  must  apply  to  the 
Commission  for  a  certificate  of  convenience  and  necessity  which  specifies  the  area 
of  operation.   Applications  must  be  in  writing  and  are  determined  after  formal 
hearing.  The  Commission  may  suspend  or  revoke  a  certificate  for  failure  to  comply 
with  the  terms  of  the  certificate  or  for  other  violation  of  the  statutes. 

c«  Trucks.  No  person  in  Connecticut  may  operate  a  motor  vehicle  to 
transport  property  for  hire  without  paying  a  ten  dollar  application  fee  and 
obtaining  a  certificate  of  convenience  and  necessity  from  the  Commission.  Tests 
of  public  convenience  and  necessity  include  the  public  demand  for  additional 
trucking  service,  the  financial  responsibility  of  the  applicant,  the  ability  of 
the  applicant  to  provide  the  service,  and  the  effect  upon  existing  motor  transpor- 
tation facilities  of  granting  such  certificate.  These  tests  have  the  effect  of 
limiting  rather  drastically  entry  into  the  trucking  business.  Certificates  were 
automatically  granted  as  a  matter  of  right  for  service  in  operation  on  Dec.  31, 
1934. 

The  Commission  is  empowered  to  review  the  schedule  of  rates  and  charges 
submitted  by  an  applicant  for  a  certificate  or  by  a  trucker  already  in  operation 
and  may  prescribe  maximum  and  minimum  rates  for  substantially  the  same  servico-  per- 
formed by  various  motor  common  carriers.   It  may  on  its  own  motion  prescribe 
reasonable  rates  covering  the  operations  of  motor  common  carriers. 

Certificates  granted  originally  in  1935  were  state-wide  in  scope. 
Generally  certificates  have  since  prescribed  a  more  limited  area  of  operation. 
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In  practice,  the  Commission  actually  established  maximum  or  minimum  rates  only  for 
bituminous  coal  trucks  and  dump  trucks.  Rates  for  other  trucks  are  quite  uniform. 
The  carriers  usually  belong  to  rate  associations  which  publish  joint  rates.  When 
carriers  file  their  rates  with  the  Commission,  the  Commission  compares  the  pro- 
posed rates  with  schedules  filed  with  other  states  and  with  the  Interstate  Commerce 
Commission.   If  the  rates  are  reasonably  comparable,  the  Commission  approves  them. 

Similarly,  contract  (as  distinguished  from  common)  carriers  apply  for 
permits.  The  Commission's  action  closely  parallels  its  procedure  on  applications 
from  common  carriers  for  certificate  of  convenience  and  necessity.   Hearings  on 
applications  for  certificates  and  permits  have  become  increasingly  controversial. 
Carriers  are  resisting  the  entry  of  new  carriers.   The  Commission's  policy  is  to 
discourage  informal  conferences  with  truckers  and  applicants  and  to  rely  on  formal 
hearings  to  bring  out  the  issues  in  transportation  cases.  The  staff  estimates 
60-80$  of  the  time  of  the  Motor  Transport  Division  is  devoted  to  the  issuance  of 
original  certificates  and  to  extension  and  revocation  of  certificates.  Revocations 
for  violations  of  regulations  are  uncommon  and  arise  mostly  out  of  discontinuance 
of  trucking  operations. 

All  certificates  are  transferable;  however,  the  Commission  may  deny  a 
transfer  on  grounds  of  the  immoral  character  or  financial  irresponsibility  of  the 
proposed  transferee.  Transferable  certificates  are  in  fact  bought  and  sold  rapidljj 
A  transfer  is  legal  only  when  the  transferee  provides  the  same  service  in  the  same 
area  as  provided  previously  by  the  transferor.  A  formal  hearing  before  the  Com- 
mission is  not  required  in  transfer  cases,  except  at  the  discretion  of  the  Com- 
mission. A  hearing  is  held  when  the  original  terms  of  the  certificate  are  asked 
to  be  changed. 

The  consolidation  and  mergers  of  motor  carrier  operations  has  been  pro- 
ceeding slowly.  The  Commission  appears  to  have  no  policy  with  regard  to  the  merger 
of  carriers  and  has  not  raised  questions  about  the  effect  of  proposed  mergers  on 
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competition  in  the  trucking  industry. 

The  Commission  has  an  annual  income  of  about  $100,000  from  the  sale  of 
marker  plates  to  truckers  and  from  fees  received  from  applicants  for  certificates 
and  permits.  The  Commission  issues  distinguishing  marker  plates  to  truckers  and 
requires  truckers  to  carry  designated  minimum  amounts  of  liability  insurance. 

Weaknesses  in  the  Operations  of  the  Public  Utilities  Commission . 

1.  The  appointments  of  Commissioners  to  the  Public  Otilities  Commission 
have  been  made  extensively  on  the  basis  of  partisan  political  considerations.  On 
several  occasions  little  regard  has  been  shown  for  obtaining  Commissioners  who 
have  some  qualifications  for  service  on  a  Public  Utilities  Commission.  It  is 
frequently  charged  that  appointments  of  commissioners  as  well  as  staff  appoint- 
ments in  the  past  have  been  made  on  the  suggestion  of  or  approval  by  the  major 
utility  companies.  Since  the  Commission  was  established  in  1911,  thirteen  men 
have  served  as  members  of  the  Commission.  From  1911  to  194-1,  seven  men  served 
terms  on  the  Commission;  and  since  1941,  six  men,  including  the  present  Com- 
missioners, have  served  as  members  of  the  Commission.  If  the  two  nominations  to 
the  Commission  made  by  Governor  Bowles  during  the  1949  session  of  the  General 
Assembly  had  been  approved  by  the  General  Assembly,  the  number  of  Commissioners 
in  office  since  1941  would  have  been  eight.  In  the  period  prior  to  1^41  the 
average  term  of  office  for  a  commissioner  was  ten  and  one-half  years.  Since  1941 
the  turn-over  among  the  commissioners  has  increased,  and  the  average  term  of  office 
has  been  reduced  to  about  four  years. 

The  statutes  provide  for  a  Public  Utilities  Commission  of  three  members 
who  are  nominated  by  the  Governor  and  appointed  by  the  General  Assembly.  There  is 
no  requirement  that  the  Commission  be  bi-partisan.  The  chairmanship  rotates  among 
the  commissioners.  While  the  chairman  of  the  Commission  presides  at  formal 
hearings,  testifies  at  hearings  of  legislative  committees,  and  represents  the 
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Commission  at  official  gatherings,  he  does  not  assume  any  special  responsibility 
for  the  administration  of  the  affairs  of  the  Public  Utilities  Commission.  The 
Commission  lacks  vigorous  continuing  direction  and  the  burden  of  day  to  day 
management  falls  primarily  on  the  shoulders  of  three  or  four  senior  staff  members 
who  form  an  unofficial  steering  committee  to  carry  out  the  daily  tasks  of  regu- 
lation. 

Our  survey  of  the  Public  Utilities  Commission  confirms  the  conclusion 
reached  by  the  Hoover  Commission  and  its  Task  Force  on  Regulatory  Commissions. 
With  respect  to  the  administration  of  regulatory  programs  by  Commissions,  the 
Hoover  Commission  said: 

"Administration  by  a  plural  executive  is  universally 
regarded  as  inefficient.  This  has  proved  to  be  true  in  connection 
with  the  (Federal)  commissions.  Indeed,  those  cases  where  adminis- 
tration has  been  distinctly  superior  are  cases  where  the  administrative 
as  distinguished  from  the  regulatory  duties  have  been  vested  in  the 
chairman.  There  are  many  administrative  duties.  Their  efficient 
handling  will  frequently  make  the  difference  between  a  commission's 
keeping  abreast  of  its  work  or  falling  woefully  behind." 
The  three  commissioners  have  not  given  adequate  attention  to  the 
managerial  aspects  of  their  activity.  They  tend  to  get  bogged  down  in  adminis- 
trative detail  which  should  be  delegated  to  the  staff.   They  are  unable  to  free 
themselves  for  the  more  important  task  of  developing  regulatory  standards  and 
objectives  and  of  planning  the  regulatory  program.  As  the  Hoover  Commission  Task 
Force  on  Regulatory  Commissions  said  with  respect  to  commrissioners  of  the  federal 
independent  regulatory  commissioners,  the  commissioners  "are  too  preoccupied  with 
minor  matters  to  be  able  to  devote  the  necessary  time  and  thought  to  the  more 

basic  issues  of  regulation."* 

*The  Commission  on  Organization  of  the  Executive  Branch  of  the  Government,  Task 
Force  Report  on  Regulatory  Commissions  (Appendix  N),  Jan.  19-49,  p.  lx. 
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The  relationship  of  the  Commissioners  to  the  staff  varies,  depending  on 
the  particular  interest  of  the  individual  commissioner.  The  present  chairman 
works  somewhat  more  closely  with  the  senior  staff  and  is  more  likely  to  be  informed 
about  current  activities.  However,  there  is  some  doubt  that  the  Commissioners  are 
strongly  interested  in  recruiting  and  supporting  the  most  competent  staff  possible. 
The  Commissioners  do  not  appear  to  encourage  independent  thinking  by  the  key  staff 
members,  who  do  not  seem  to  feel  wholly  free  to  make  suggestions  and  to  give  advice 
on  important  problems  and  issues.  Without  the  support  and  leadership  of  the 
Commissioners,  the  staff  is  not  sufficiently  alert  to  developments  in  the  utility 
field  and  is  apt  to  be  slow  in  keeping  the  Commissioners  aware  of  emerging  problems. 
The  relative  inexperience  on  the  part  of  Commissioners  in  handling  regulatory  prob- 
lems may  account  in  part  for  the  rather  negative  relationship  that  exists  between 
the  front  office  and  the  staff. 

2.  The  technical  staff  of  the  Commission  is  inadequate  measured  by  the 
difficulty  of  the  regulatory  task.  There  are  only  two  lawyers,  six  accountants, 
and  five  engineers  (a  total  of  thirteen  professional  men)  to  work  on  complex 
matters  affecting  the  electric,  gas,  water,  and  telephone  utilities.  The  staff  is 
unable  to  keep  abreast  of  current  developments  and  is  insufficient  to  make  a  con- 
tinuing critical  review  and  analysis  of  the  operations  of  the  private  utilities. 

The  extreme  shortage  of  staff  is  symptomatic  of  a  more  significant  prob- 
lem. Without  adequate  staff  the  Commission  is  forced  to  rely  heavily  on  the  data 
and  information  submitted  by  the  private  utilities.  The  Commission  does  not  have 
staff  to  make  an  objective  analysis  and  investigation  of  data  and  reports  sub- 
mitted by  the  private  companies.  It  is  unable  to  conduct  a  research  program  that 
might  throw  some  light  on  the  adequacy  of  the  regulatory  program.  Six  accountants 
are  not  sufficient  to  study  the  complicated  accounting  reports  submitted  by  the 
companies  with  a  view  toward  analyzing  the  overall  financial  position  of  the 
company  and  to  initiate  action  for  rate  reductions  in  appropriate  cases.  The 
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Commission  does  not  attempt  to  determine  through  the  work  of  its  own  technical 
staff  whether  rate  changes  should  be  made.  Rather  the  Commission  tends  to  wait 
for  cases  to  be  presented  to  it  by  the  interested  parties. 

The  Commission  now  devotes  a  substantial  portion  of  staff  time  to  the 
investigation  of  complaints  relating  to  services  provided  by  the  utilities.  A 
small  staff  of  engineers  now  investigates  consumer  complaints  about  service.  It 
spends  so  much  time  investigating  complaints  that  it  has  little  time  available  for 
more  significant  activities.  The  work  assignments  of  the  engineers  are  indicative 
of  the  tendency  on  the  part  of  the  Commission  to  divert  its  limited  staff  to  minor 
matters.  The  Commission  has  not  developed  informal  methods  of  regulation  which 
might  reduce  the  amount  of  time  which  it  is  necessary  to  spend  on  minor  matters. 

In  general  the  field  work  performed  by  the  staff  is  deficient.  Little 
or  no  staff  is  available  in  ordinary  cases  for  checking  and  verifying  the  records 
of  the  utility  companies.  Except  for  the  investigation  of  accidents  and  consumer 
complaints,  the  regulatory  task  has  become  primarily  an  office  job  of  receiving, 
reading,  processing,  and  filing  reports. 

3.  In  the  past  two  decades,  public  utility  regulation  in  Connecticut  and 
in  other  states  has  witnessed  the  addition  of  an  increasing  volume  of  technical 
routine  work  related  to  the  operation  of  freight  and  passenger  motor  carriers 
including  busses,  trucks,  taxicabs,  and  liveries.  The  Commission  now  processes 
all  applications  to  operate  a  public  transportation  service,  issues  certificates  of 
authority  to  successful  applicants,  and  regulates  the  conditions  under  which  public 
motor  vehicles  may  be  operated.  The  Public  Utilities  Commission  in  Connecticut  now 
devotes  more  time  and  staff  to  the  regulation  of  busses,  trucks  and  taxicabs  than 
to  electric,  gas,  water,  and  telephone  companies.  The  mounting  preoccupation  with 
regulatory  problems  involving  public  motor  transportation  has  pushed  the  funda- 
mental task  of  fixing  the  rates  charged  by  electric,  gas,  water,  and  telephone 
companies  into  the  background.  At  least  in  terms  of  staffing  and  expenditures,  the 
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Commission  finds  the  regulation  of  trucks  and  busses  to  be  more  important  than  the 
regulation  of  the  older  utilities.  Perhaps  it  also  finds  that  the  motor  transpor- 
tation industry  presents  fever  regulatory  complexities  than  the  older  utility 
companies. 

4.  In  regulating  the  rates  and  services  of  utility  companies,  the  Com- 
mission tends  to  formalise  and  judicialize  many  activities  which  can  be  handled  at 
least  in  the  first  instance  on  an  informal  basis.  In  particular,  the  hearing 
process  has  to  a  great  extent  replaced  informal  discussions  and  investigations  by 
the  staff.  The  absence  of  staff  for  analyzing  and  developing  materials  in  advance 
of  a  formal  hearing  has  turned  the  hearing  process  into  a  method  for  digging  out 
basic  information  rather  than  for  highlighting  and  resolving  difficult  economic 
and  legal  questions.  The  formalization  of  the  regulatory  process  by  the  Com- 
mission tends  to  obscure  the  Commission's  reliance  on  company  data  as  well  as 
inadequate  presentation  of  the  consumer's  or  public  point  of  view. 

The  Commission  regards  the  formalization  of  regulation  as  the  inevitable 
result  of  the  lack  of  staff.  While  the  lack  of  staff  has  prevented  the  Commission 
from  providing  a  more  objective  basis  for  public  utility  regulation,  the  Com- 
mission has  not  attempted  vigorously  to  enlarge  its  staff  for  the  purpose  of 
achieving  more  effective  regulation.  Rather  it  has  been  content  to  assume  the 
more  passive  role  of  a  judicial  body  which  makes  decisions  on  the  basis  of  the 
evidence  submitted  to  it.  The  ftommission's  emphasis  upon  judicial  patterns  and 
practices  is  evidence  of  its  failure  to  adopt  an  affirmative  attitude  toward  the 
promotion  of  the  public  interest  in  utility  regulation. 

5.  An  effective  Commission  needs  to  keep  its  finger  on  the  economic 
pulse  of  the  state.  At  present  there  is  no  method  by  which  the  staff  of  the  Com- 
mission can  keep  itself  aware  of  economic  trends  and  developments.  The  Commission 
lacks  a  single  economist  to  study  problems  affecting  the  rate  levels.  The  Com- 
mission has  no  research  staff  whatever  to  assist  in  making  economic  analyses  of 
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utility  operations.  The  Coranission' s  failure  to  establish  a  program  of  economic 
analysis  has  left  it  without  a  solid  or  objective  base  for  regulatory  action  and 
for  planning  its  work. 

The  weaknesses  of  the  Commission  which  stem  from  the  failure  to  develop 
an  economic  research  program  can  be  illustrated  in  several  ways.  For  example,  the 
Commission  has  made  no- independent  study  of  the  cost  to  utility  companies  of 
obtaining  capital.  There  has  been  little  or  no  study  of  the  appropriate  relation 
of  equity  stock  to  other  means  of  financing  capital  improvement  and  enlarging  plant 
capacity.  The  Commission  has  not  studied  the  level  of  managerial  efficiency  in 
Connecticut  utilities.   It  is  not  concerned  about  developing  some  measurement  of 
managerial  efficiency.  Nor  has  it  assumed  any  responsibility  for  encouraging 
better  management  of  the  utilities. 

There  has  been  no  recent  study  by  the  Commission  of  the  policy  of  treat- 
ing gas  and  electric  services  provided  by  the  same  company  as  one  operation.  The 
problem  involves  the  relation  of  profitable  to  the  unprofitable  services,  inasmuch 
as  electrical  properties  have  been  much  more  profitable  than  gas  properties.  The 
Commission  has  not  questioned  the  settled  policy  of  having  the  profitable  service 
carry  the  unprofitable  service. 

During  the  1930* s  the  economic  depression  forced  the  Commission  as  well 
as  the  companies  to  experiment  with  rate  structures  which  would  encourage  a  higher 
level  cf  consumption.   However,  in  the  last  ten  to  fifteen  years  there  has  been  no 
study  of  promotional  rate  structures.  Nor  has  the  Commission  made  any  recent  study 
of  differential  rates  for  various  categories  of  users.  The  staff  admits  the  absence 
of  an  objective  relationship  among  the  various  classes  of  users.   Nevertheless,  the 
Commission  is  not  prepared  to  make  cost  studies  so  that  it  might  know  whether 
unwarranted  discrimination  is  now  present  among  different  classes  of  users. 

6.  The  organization  and  management  of  the  Commission  reveal  significant 
administrative  inadequacies.  Perhaps  one  of  the  major  problems  lies  in  inadequate 
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attention  to  internal  administrative  problems.  While  the  chairman  of  the  Com- 
mission attempts  to  devote  somewhat  more  time  to  his  duties  than  do  his  two 
colleagues,  he  does  not  assume  full  administrative  responsibility  for  the  work  of 
the  Commission  and  does  not  delegate  adequate  administrative  authority  to  a  member 
of  the  staff.  At  present  the  chief  accountant  has  general  administrative  responsi- 
bility for  certain  housekeeping  services.  He  prepares  the  budget  of  the  Commission, 
and  maintains  records  of  expenditures  and  receipts.   However,  he  has  no  responsi- 
bility for  developing  improved  methods  of  operation  and  more  efficient  procedures, 
or  for  expediting  the  work  of  the  staff.  The  inevitable  result  is  a  sense  of  hap- 
hazardness  which  is  counteracted  only  by  the  willingness  of  the  senior  staff 
members  to  cooperate  with  each  other. 

For  the  year  194.8-49,  the  Commission  expended  $206,087  from  an  appropri- 
ation of  t 224, 973.  The  General  Assembly  increased  the  Commission's  appropriation 
for  1949-50  to  $245,578.  The  Commission  can  finance  five  or  six  new  positions  out 
of  the  increase  in  appropriations,  including  an  assistant  counsel,  a  utility 
engineer,  an  accountant-auditor,  and  a  research  accountant.  Despite  the  Com- 
mission's testimony  that  additional  personnel  were  badly  needed,  the  Commission 
has  not  aggressively  sought  approval  for  the  new  positions  at  adequate  salary 
levels.  Consequently,  it  is  doubtful  whether  the  Commission  will  spend  the  money 
available  to  it  for  the  current  fiscal  year. 

The  Commission  has  failed  to  adopt  techniques  which  would  expedite 
utility  regulation  and  free  the  Commissioners  to  devote  more  time  to  policy  making 
activities.  For  example,  the  Commission  has  been  reluctant  to  establish  hearing 
officers  to  preside  at  the  less  important  hearings,  particularly  in  the  motor 
transportation  field.   It  would  be  possible  for  the  Commission  to  delegate 
responsibility  for  presiding  at  such  hearings  to  specified  staff  members.  The 
Commission  would  then  act  as  an  administrative  appellate  tribunal.  This  change 
would  free  the  Commissioners  of  a  tremendous  load  of  administrative  detail,  and 
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would  make  it  possible  for  them  to  devote  some  attention  to  the  planning  of  regu- 
latory activities.  The  Commission  seems  to  have  buried  itself  in  legal  details  at 
the  cost  of  neglecting  its  more  important  functions. 

7.  One  significant  index  of  the  work  of  a  Public  Utilities  Commission  is 
the  number  of  appeals  from  the  Commission's  decisions.  Connecticut  court  records 
indicate  that  since  1911  only  four  rate  cases  were  appealed  to  the  Supreme  Court 

of  Errors  by  the  companies.  In  the  past  ten  years  litigation  in  the  courts  affect- 
ing the  Commission  has  been  practically  non-existent.  Given  the  inadequate  staff 
of  the  Commission,  its  reliance  on  company  data,  and  the  preoccupation  of  the 
Commission  and  staff  with  the  formal  aspects  of  regulation,  the  relative  absence 
of  appeals  suggests  the  possibility  that  the  Commission  has  failed  to  hold  rates  to 
a  reasonable  return  on  the  invested  capital.  That  is,  rate  decisions  have  been  so 
much  above  that  long  established  standard  that  the  companies  have  never  found  it 
necessary  to  challenge  the  decisions. 

8.  The  Commission  has  not  developed  close  relations  with  the  General 
Assembly.  It  does  not  seek  to  keep  the  General  Assembly  informed  of  important 
developments  in  the  utility  field;  it  advises  the  General  Assembly  on  proposed 
legislation  only  at  its  request.  The  Commission  does  not  actively  promote  amend- 
ment of  the  utility  statutes  and  in  the  past  has  failed  to  comment  on  important 
proposals  for  change  in  the  utility  statutes.  The  present  Commissioners  are 
rather  proud  of  the  Commission's  passive  position  on  legislative  matters.  They 
regard  the  work  of  the  Commission  as  essentially  non-political,  and  interpret 
"non-political"  to  mean  that  the  Commission  must  maintain  a  non-policy  role. 
Their  apparent  view  is  that  an  active  relationship  with  the  General  Assembly  would 
have  the  effect  of  destroying  the  alleged  non-political  frame  of  reference. 

9.  In  several  important  regulatory  areas  the  authority  of  the  Commission 
is  inadequate: 

a.  The  statutes  io  not  now  permit  the  Commission  to  require 
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competitive  bidding  on  securities  of  utility  companies  in  connection  with  the 
filing  of  applications  for  the  approval  of  new  issues  of  securities.  Although 
many  students  and  observors  of  utility  regulation  believe  that  competitive  bidding 
should  be  required,  the  Commission  itself  has  taken  no  official  stand  and  has  not 
in  the  past  supported  a  legislative  amendment  to  require  competitive  bidding. 

b.  The  present  staff  is  hard  pushed  to  complete  its  examination  of 
a  proposed  issue  of  securities  within  the  statutory  period  of  30  days.  Although 
the  Commission  has  favored  extending  the  period,  it  would  seem  more  desirable  to 
provide  the  staff  necessary  to  process  such  matters  promptly. 

c.  Under  the  statute  the  Commission  must  act  upon  a  request  for  a 
rate  increase  within  a  period  not  exceeding  120  days.  If  no  decision  is  made  by 
the  Commission  at  the  end  of  120  days,  the  utility  request  becomes  effective.  In 
practice  when  an  important  request  for  a  rate  increase  is  received  by  the  Commission, 
the  full  staff  is  assigned  to  work  on  various  aspects  of  the  case.  The  other  work 
of  the  Commission  suffers  so  that  the  statutory  deadline  may  be  met.  The  Com- 
mission has  no  authority  to  establish  conditional  or  temporary  rates.  If  it  had 
such  authority,  the  work  of  the  Commission  could  be  organized  more  systematically, 
and  the  staff  would  have  more  time  in  which  to  study  the  data  in  a  complicated  rate 
case. 

10.  The  weakness  of  the  control  program  in  Connecticut  is  disadvantageous 
to  the  public.  The  existence  of  the  Commission  may  lead  the  public  to  believe  that 
it  is  being  protected  by  a  vigilant  Public  Utilities  Commission  when  in  fact  rates 
and  services  are  being  determined  by  a  monopolistic  industry  which  is  subject  to 
only  perfunctory  regulation.  From  a  public  point  of  view,  a  weak  Commission  may  be 
worse  than  no  Commission  at  all, 

Basic  Issue. 

The  fundamental  question  to  be  answered  before  considering  recommendations 
as  to  organization  is — Does  the  Commission  on  Organization  of  the  Government  want  to 
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do  anything  about  Connecticut's  more  or  less  moribund  program  of  public  utility 
regulation?  Or  does  it  prefer  to  let  the  scheme  rest  in  peace?  The  latter  policy 
can  practically  be  guaranteed  by  leaving  matters  as  they  are. 

Resounding  in  the  background  when  public  utility  regulation  is  discussed 
there  are  frequently  booming  overtures  of  implication  that  regulation  is  social- 
istically  immoral.  Nothing  could  be  more  untrue.  Regulation  of  utilities, 
permitted  monopolies,  industries  vested  with  a  public  interest,  is  as  old  as  the 
post-feudal  private  property  system,  and  much  older  than  the  modern  corporation. 
It  is  entirely  respectable.  The  long  established  public  policy  has  been  to  permit 
these  monopolistic  enterprises  to  earn  a  fair  value  on  a  fair  valuation,  but  no 
more  at  the  consumer's  expense.  No  one  has  ever  successfully  challenged  the  fair- 
ness of  this  policy.  But  time  and  the  peculiarities  of  American  politics  have  made 
it  clear  that  the  policy  is  an  extremely  difficult  one  to  carry  out.  To  do  so 
requires  firm  purpose,  adequate  political  support,  and  administration  which  is  both 
vigorous  and  technically  competent.  The  present  framework  of  regulation  makes  it 
very  difficult  to  assemble  all  of  these  essential  elements  at  one  time  and  place, 
or  to  keep  them  together  for  more  than  a  fleeting  moment. 

It  would  be  easy  for  the  Commission  on  Organization  to  pass  over  the 
public  utility  program  as  a  dead  horse,  upon  which  no  further  effort  should  be 
wasted.  There  is  no  reason,  however,  why  it  should  do  so.  The  problem  is  not 
impossible;  although  it  is  a  difficult  one,  it  can  be  dealt  with  successfully  not 
only  without  damage  to  the  industry,  but  with  positive  benefit  to  industry  generally 
as  well  as  to  the  public  utility  business,  not  to  mention  the  consumer. 

Possible  Courses  of  Action. 

Broadly  speaking,  there  are  two  basic  methods  for  organizing  the  activity 

of  the  Public  Utilities  Commission.   The  Commission  could  remain  an  independent 

agency  headed  by  three  commissioners,  or  the  commission  could  be  transferred  to  a 
larger  department  with  a  broader  perspective  and  approach  to  the  major  economic 
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problems  facing  the  state. 

C.  Recommendations 
The  retention  of  the  independent  commission  would  make  it  very  difficult 
to  take  the  steps  required  to  achieve  more  effective  regulation.   The  present 
organization,  which  was  established  when  the  commission  was  created  in  1911,  has 
developed  habits  of  work  and  an  approach  to  regulation  which  must  be  changed  if 
utility  regulation  is  to  be  effective.  Such  traditions  as  the  reliance  of  the 
Commission  on  company  data  and  the  appointment  of  relatively  inexperienced  com- 
missioners have  produced  inertia  and  a  sense  of  frustration  in  the  agency  which 
cannot  be  counteracted  easily.   It  is  likely  that  nothing  short  of  a  major  over- 
hauling of  the  administrative  framework  can  make  effective  regulation  more  than  a 
distant  hope. 

1.  It  is  proposed  that  the  Commission  be  transferred  to  a  Secretariate 
for  Economic  Affairs  together  with  the  Bonking  and  the  Insurance  Departments,  as 
outlined  in  Part  I  of  this  report. 

2.  The  Public  Utilities  Commission  would  have  the  status  of  a  department 
in  a  Secretariate  concerned  with  broad  aspects  of  the  economy  of  Connecticut. 

3.  The  Commission  should  be  headed  by  a  commission  of  three  members, 
appointed  for  staggered  terms  of  six  years  by  the  Governor.  Not  more  than  two 
members  of  the  commission  should  belong  to  the  same  political  party.  Appointments 
should  be  made  upon  the  recommendation  of  the  Secretary  for  Economic  Affairs  as 
outlined  in  Part  I  of  this  report,  and  legislative  confirmation  should  not  be 
required. 

U.   The  chairman  of  the  commission  should  be  designated  by  the  Governor 
and  should  serve  as  chairman  at  the  pleasure  of  the  Governor.  All  administrative 
responsibility  should  be  vested  in  the  chairman.   It  would  be  the  responsibility 
of  the  chairman  to  appoint  and  assign  the  staff  in  order  to  carry  out  the  regulatory 
program.  It  would  be  his  responsibility  to  conduct  the  affairs  of  the  Commission 
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in  an  orderly  manner.   Since  the  volume  of  vrork  is  substantial,  the  chairman  should 
appoint  an  executive  officer  to  serve  as  general  manager  or  staff  director  of  the 
Commission.  The  general  manager  should  be  responsible  to  the  Commission  through 
the  chairman. 

By  fixing  administrative  responsibility  in  the  chairman  and  by  providing 
for  adequate  managerial  staff,  the  Commission  can  overcome  the  administrative 
inadequacies  of  a  plural  executive.  At  the  same  time,  the  Commission,  as  an 
integral  prrt  of  a  Secretariate  for  Economic  Affairs,  will  be  in  a  better  position 
to  keep  itself  informed  of  changing  economic  conditions  and  to  contribute  to  a 
solution  of  the  economic  problems  of  the  state.  The  location  of  the  Commission 
within  a  Secretariate  should  help  to  provide  an  effective  contact  with  both  the 
appropriate  legislative  committees  and  the  Governor.  Moreover,  the  inclusion  of 
the  Commission  within  a  Secretariate  for  Economic  Affairs  would  broaden  the  per- 
spective of  the  Commission  and  would  make  possible  a  more  intelligent  approach 
to  regulatory  problems. 

5.  The  salaries  of  the  chairman  and  members  of  the  board  should  be 
increased  to  levels  commensurate  with  the  responsibilities  of  the  Commission.  It 
is  suggested  that  the  chairman's  salary  be  raised  from  $9,000  to  $15,000,  and  the 
salaries  of  the  other  two  commissioners  from  $9,000  to  $12,000. 

6.  The  Public  Utilities  Commission  should  organize  and  strengthen  its 
staff  so  as  to  be  prepared  to  make  studies  of  specific  rate  problems,  the  relation- 
ship of  utility  rates  in  Connecticut  to  rates  prevailing  in  other  states, 
managerial  incentives,  the  relation  of  profitable  to  unprofitable  utility  services, 
the  cost  of  acquiring  capital,  promotional  rates  structures,  and  other  matters  of 
current  regulatory  significance.  The  staff  should  provide  the  board  with  the 


These  recommendations  parallel  those  made  by  the  Hoover  Commission  with  respect 
to  the  independent  regulatory  commissions  in  the  national  government. 
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basic  information  which  it  requires  in  order  to  plan  the  regulatory  program.  In 
addition,  the  staff  would  receive  technical  guidance  and  assistance  from  the 
economic  research  staff  in  the  Secretariate  for  Economic  Affairs.  The  Commission's 
staff  should  be  prepared  to  contribute  to  the  diagnosis  of  economic  problems  in 
Connecticut  and  to  recommend  appropriate  action. 

7.  The  Commission  should  undertake  steps  immediately  to  find  understudies 
for  key  staff  members  who  are  close  to  retirement  and  should  press  vigorously  for  a 
larger  appropriation  to  enable  it  to  employ  additional  accountants,  lawyers,  and 
engineers.  The  staff  should  be  sufficiently  strong  in  terms  of  size  and  competence  to 
to  make  independent,  objective  analyses  of  data  submitted  by  the  companies  and  to 
review  critically  the  periodic  reports  filed  with  the  Commission. 

8.  The  resources  now  available  for  the  regulation  of  public  utilities 
should  be  used  more  effectively: 

a.  The  regulation  of  motor  transportation  utilities  should  be 
simplified  and  made  more  informal.  Routine  cases  should  be  processed  whenever 
possible  without  requiring  a  formal  hearing.  When  a  hearing  is  considered  desirable 
or  essential,  a  presiding  officer  rather  than  the  Commission  should  conduct  the 
hearing  in  the  first  instance.   The  respondent  should  have  the  right  to  appeal  the 
decision  of  the  presiding  officer  to  the  Commission. 

b.  The  Commission  should  study  its  functions  in  the  field  of  motor 
transportation  with  a  view  toward  earmarking  those  functions  which  could  be 
handled  satisfactorily  by  local  governments.   Since  the  taxicab  business  is 
primarily  local,  the  regulation  of  taxicabs  should  be  transferred  to  the  munici- 
palities. 

c.  While  all  reasonable  measures  must  be  taken  to  protect  the  rights 
of  individuals  and  companies  who  are  parties  in  proceedings  before  the  Commission, 
cere  should  also  be  exercised  to  prevent  the  excessive  formalization  and 
judicialization  of  the  regulatory  process.  One  of  the  significant  factors  leading 
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to  the  creation  of  regulatory  agencies  was  the  inadequacies  of  the  courts  and  of 
the  judicial  process  to  deal  satisfactorily  with  regulatory  problems.  The  regula- 
tory agency  must  avoid  an  excessive  reliance  upon  those  court-room  procedures 
which  characterized  ineffective  regulation  of  economic  enterprises  by  the  courts, 

9.  The  Commission  under  the  leadership  of  the  Secretary  for  Economic 
Affairs  and  working  closely  with  the  Governor's  Office,  should  develop  its 
relations  with  the  appropriate  legislative  committees  of  the  General  Assembly,   It 
must  be  prepared  to  advise  the  General  Assembly  upon  request  and  should  keep  the 
Governor  and  the  legislators  informed  of  the  major  regulatory  trends  and  develop- 
ments. Under  the  direction  of  the  Secretary  for  Economic  Affairs,  the  Commission 
should  review  its  statutory  authority  in  order  to  mark  out  those  areas  of  activity 
in  which  its  authority  is  inadequate  to  protect  the  public  interest  in  effective 
regulation  of  the  utilities.  The  Secretary  should  report  to  the  General  Assembly 
on  the  advisability  of  ammrHnp  the  utility  statutes  to  require  competitive 
bidding  on  new  securities  of  utility  companies  and  to  grant  the  Commission 
authority  to  establish  conditional  or  temporary  utility  rates. 

10.  No  structural  or  organizational  arrangement  can  overcome  weaknesses 
stemming  from  the  inexperience  and  ineffectiveness  of  the  commissioners.  As  the 
Hoover  Commission  Task  Force  on  Regulatory  Commissions  noted,  "the  most  important 
requirement  for  effective  performance  is  ability  and  integrity  in  the  members  and 
the  top  staff."*  Able  men  can  be  obtained  only  if  the  Governor  and  the  General 
Assembly  recognize  "that  these  positions  are  too  important  to  provide  comfortable 
berths  for  faithful  party  members  or  lame  ducks."** 


*  Task  Force  Report  on  Regulatory  Commissions,  p.  33- 
**  Ibid,  p.  33. 
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DEPARTMENT  OF  THE  MILK  ADMINISTRATOR 
DATA 

Established  in  194-1. 

Department  Head:  Milk  Administrator,  appointed  by  the  Governor  with  the  advice 

and  consent  of  the  General  Assembly. 

Tenure:  Term  of  4-  years  from  July  1  next  following  his  appointment  and  until  a 

successor  is  appointed  and  has  qualified.  No  provisions 
relating  to  removal. 

Salary:  $9,000  per  annum. 

Statutory  qualifications  for  appointment: 

1.  Administrator  must  be  qualified  by  training  and  experience  for 

the  duties  of  the  office, 

2.  He  shall  give  a  bond  to  the  state  of  $50,000,  conditioned  upon 

faithful  performance  of  his  duties. 

3.  He  shall  devote  his  entire  time  to  his  official  duties. 

Continuity  of  leadership:  One  man  has  served  as  Milk  Administrator  since  194-1. 
Number  of  employees  August  1,  194-9:  4-2. 
Appropriations  for  year  194-9-1950:  ?159,C35. 

Illustrations : 


For  illustrations  of  the  activity  of  the  Milk  Administrator,  see: 

1.  Pp.  76-78,  on  administration  of  the  Production  Incentive  Fund. 

2.  Pp.  82-83,  on  relations  between  the  Department  of  Farms  and  Markets 

and  the  Milk  Administrator  in  counties  with  the  butter- 
fat  test  program. 

3.  Pp.  84.-86,  on  the  limitations  of  an  autonomous  agency  for  economic 

regulation  of  the  milk  industry. 
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DEPARTMENT  OF  THE  MILK  ADMINISTRATOR 
_A. History  and  Background 

Public  efforts  to  regulate  the  fluid  milk  industry  began  in  Massachu- 
setts in  1856.  From  1856  to  1933,  all  state  laws  providing  for  public  regulation 
of  the  milk  industry  had  the  single  purpose  of  protecting  public  health  by 
establishing  minimum  sanitary  conditions  for  the  production  and  distribution  of 
fluid  milk  and  by  prohibiting  the  adulteration  of  fluid  milk. 

Federal  and  state  legislation  designed  to  exercise  economic  control  over 
the  fluid  milk  industry  developed  after  1933.  Fconomic  regulation  was  sponsored 
primarily  by  producer  groups  who  desired  to  obtain  a  greater  share  of  the  con- 
sumer's dollar.  While  these  economic  regulations  were  introduced  in  1933  as 
emergency  measures  to  deal  with  the  degression,  most  of  them  have  continued. 

Economic  legislation  has  been  justified  by  its  proponents  as  necessary 
to  maintain  a  pure  and  wholesome  supply  of  milk  for  consumption  and  to  maintain 
economic  stability  in  the  milk  industry.  The  major  benefits  of  such  controls  have 
accrued  to  fluid  milk  producers  and  have  been  achieved  primarily  by  reducing  the 
profit  margins  of  milk  dealers  and  by  eliminating  several  forms  of  competition 
among  producers.  The  maintenance  of  an  adequate  supply  for  consumers  has  been 
achieved  primarily  by  establishing  a  high  retail  price  level. 

The  federal  government  entered  the  field  of  milk  regulation  in  1933 
when  the  Agricultural  Adjustment  Act  of  that  year  gave  the  Secretary  of  Agricul- 
ture power  to  enter  into  marketing  agreements  with  producers  and  distributors  of 
farm  products  in  interstate  commerce.  By  194-1,  the  Department  of  Agriculture 
had  extended  its  jurisdiction  over  some  27  federal  milk  markets. 

In  May,  194.1,  state  milk  control  laws  were  effective  in  19  states, 
including  the  six  New  England  States;  New  York,  New  Jersey  and  Pennsylvania; 
Alabama,  Georgia,  Louisiana,  and  Virginia;  Indiana  and  Wisconsin;  and  California, 
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Montana,  and  Oregon.  The  general  reputation  of  state  control  in  terms  of  the 
promotion  of  the  public  welfare  and  efficiency  of  operation  has  not  been  high. 
The  higher  standing  of  federal  control  accounts  in  part  for  the  trend  toward  the 
extension  of  federal  markets  and  the  decline  of  state  control,  particularly  in  the 
Middle  West.   Such  a  trend  has  been  strengthened  by  the  increasingly  interstate 
character  of  milk  distribution. 

There  is  every  indication  that  economic  regulation  of  the  milk  industry 
by  governmental  agencies,  state  or  federal,  is  likely  to  continue  for  a  long  time. 
It  now  seems  clear  that  the  depression  did  not  create  the  need  for  economic  regu- 
lation, but  only  intensified  the  weaknesses  in  the  dairy  industry.   The  following 
factors  may  help  to  explain  the  economic  vulnerability  of  the  milk  industry  and 
its  demand  for  regulation. 

1.  The  demand  for  milk  seems  to  be  unresponsive  to  changes  in  price. 
According  to  the  Milk  Administrator  of  Connecticut,  "The  outstanding  characteristic 
about  the  demand  for  milk...  is  the  relative  inflexibility  of  consumption  habits 
and  the  stability  in  the  quantity  which  will  be  taken  from  day  to  day  and  from 
season  to  season  when  incomes  remain  relatively  constant." 

2.  In  contrast,  the  supply  of  milk  is  subject  to  drastic  seasonal 
fluctuations.   In  some  large  markets,  the  supply  of  milk  delivered  in  May  and  June 
is  double  the  amount  delivered  in  October  and  November.  Moreover,  sudden  changes 
weekly  and  even  daily  are  not  uncommon,  especially  in  the  summer  months.  The 
important  point,  however,  is  that  the  supply  is  not  readily  responsive  to  changes 
(especially  decreases)  in  price. 


1.  E.  L.  Rpda  and  D.  B.  DeLoach,  An  Analysis  of  State  Laws  Designed  to  Fffect 
Economic  Control  of  the  Market  Milk  Industry  (Studies  in  Economics,  No.  2, 
Oregon  State  College,  Dec.  194-1);  Illinois  Legislative  Council,  State  Regulation 
of  the  Sale  of  Milk.  (Publication  No.  40,  May  1941 ). 
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3.  Sanitary  regulations  affecting  milk  are  pervasive  and  detailed. 
In  part,  economic  regulation  is  designed  to  help  the  producer  to  meet  the  costs 
of  producing  milk  of  high  quality.  Sanitary  regulations  have  increased  the  cost 
of  producing  milk  and  therefore  have  tended  to  slow  up  both  expension  and  con- 
traction of  sources  of  milk  supply. 

4..  Fluid  milk  is  very  bulky  in  relation  to  its  value  and  cannot  be 
stored  for  long  periods  of  time.  Seasonal  shortages  cannot  be  counteracted 
effectively  through  storage. 

Comparison  of  Federal  and  State  Regulations. 

Experienced  administrators  believe  that  obstacles  to  effective  milk 
regulation  tend  to  be  greater  at  the  state  level  than  at  the  federal  level. 
State  administrators  tend  to  think  of  themselves  as  very  close  to  milk  producers, 
dealers  and  consumers  and  therefore  more  subject  to  public  and  private  pressures. 
More  significantly,  state  legislatures  have  characteristically  been  more  dominated 
than  Congress  by  the  interests  of  producer  groups,  including  farmers.  Partisan 
political  pressures  also  appear  to  be  more  influential  in  the  states. 

The  relative  weakness  of  state  regulatory  activity  derives  in  part  from 
the  reluctance  or  refusal  of  many  state  agencies  to  deal  with  broad  economic 
problems  affecting  the  industries  and  enterprises  which  they  regulate.  The  fail- 
ure of  stages  to  consider  the  more  significant  economic  aspects  of  regulation  has 
given  added  impetus  to  federal  regulation. 

Many  of  the  leading  state  officials  confess  that  federal  milk  control 
exhibits  a  general  level  of  competence  considerably  higher  than  that  attained  in 
the  states.  The  Milk  Administrator  of  Connecticut,  speaking  generally,  attributes 
this  condition  to  the  baneful  influence  of  partisan  politics,  which  "have 
intruded  more  directly  and  immediately  at  the  state  than  at  the  federal  level," 
and  to  the  failure  to  expend  "enough  time  and  effort... in  state  regulatory 
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agencies  to  secure  the  kinds  of  personnel  which  are  needed  to  perform  the  technical 
and  highly- skilled  functions — drafting  of  orders  and  regulations,  auditing  and 
accounting,  statistical  and  economic  research  and  analysis,  administration,  etc.. 
— which  are  essential  to  an  effective  and  disinterested  regulatory  program." 

The  recognition  of  defects  in  state  regulation  has  led  in  recent  years 
to  renewed  demands  for  federal  controls.  Because  of  the  failure  of  some  state 
agencies,  the  choice  facing  the  citizenry  may  be  only  between  federal  regulation 
and  no  regulation  at  all.  According  to  Connecticut's  Milk  Administrator,  "the 
vacuum  which  has  been  created  by  the  utter  lack  of  any  kind  of  economic  regu- 
lation in  many  states  and  the  ineffectiveness  of  state  regulation  in  other 
instances  have  made  it   necessary  ...  for  the  Federal  Government  to  regulate  many 
markets  which  probably  could  be  regulated  better,  or  at  least  more  economically 
and  with  less  'fuss  and  feathers,*  through  state  or  local  agencies." 

In  view  of  the  unsatisfactory  nature  of  state  milk  controls  generally, 
the  most  significant  point  about  Connecticut's  Department  of  Milk  Administrator 
is  the  high  reputation  of  the  Department  and  its  Administrator  for  integrity, 
soundness  of  judgment  and  general  competence.  The  Department  stands  out  as  one  of 
the  best-administered  state  milk  control  agencies,  and  also,  as  many  observers 
believe,  one  of  the  most  effective  departments  in  the  State  of  Connecticut. 

B.  Findings 
Duties  and  Powers. 

1.  The  duties  of  the  Department  are: 

a.  To  license  milk  dealers  annually  (Sec.  3140  -  3149). 

b.  To  establish  minimum  prices  which  milk  dealers  are  to  pay  to 

dairy  farmers  for  milk  purchased  from  them  (Sec. 3120). 

c.  "To  prohibit  unfair  methods  of  competition  and  unfair  trade 

practices. . .upon  finding  that  such  methods  of  compe- 
tition and  trade  practices  are  inimical  to  the  welfare 
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of  the  dairy  industry  and  the  public."* 

d.  To  maintain  fairness  and  equity  in  the  relations  among  dealers, 

producers,  and  the  public  (Sec.  3121). 

e.  To  promote  efficiency  and  economy  in  the  production  and  market- 

ing of  milk  (Sec.  3112,  3118,  3130,  etc.). 

2.  The  Milk  Administrator  has  been  granted  broad  power  "to  investigate 
and  regulate  all  phases  of  the  milk  industry  in  this  state,  including  the  pro- 
duction, handling,  transportation,  manufacture,  storage,  distribution,  purchase  and 
sale  of  milk  and  milk  products..."  (Sec.  3118,  General  Statutes,  Revision  of  194-9, 
italics  supplied).   In  addition,  the  Administrator  may  make  "such  regulations  as 
may  be  necessary  and  appropriate  to  effectuate  the  policy  and  provisions"  of  the 
milk  control  statute  (Sec.  3119). 

3.  The  Rule-making  and  licensing  functions  of  the  Administrator  are 
carried  out  under  a  stated  due  process  which  provides  adequate  notice  of  hearing 
and  opportunity  to  be  heard  to  all  persons  affected  thereby,  proteotion  against 
arbitrary  and  capricious  judgment,  and  judicial  review  of  decisions  of  the 
Administrator.   (Sec.  3126-7,  314-5,  3158-64 ). 

4-.  In  enforcing  the  milk  control  statutes  and  regulations,  the  Adminis- 
trator has  power  to  investigate  alleged  violations  and  to  issue  subpoenas  (Sec. 
3122),  and  to  examine  and  audit  the  books  and  records  of  dealers  and  others  in 
order  to  carry  out  the  policy  and  provisions  of  the  statutes  or  the  regulations 
(Sec.  3138). 


*  More  specifically,  it  is  declared  to  be  an  unfair  trade  practice  for  a  dealer  to 

create  a  condition  of  emergency  by  disrupting  or  undermining. . .the  prices to 

be  paid  by  such  dealer  or  by  other  dealers  for  milk  received (Sec.  3154-F), 
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Current  Activities  of  the  Department. 

1.  Establishment  of  producers'  prices. 

a.  The  Administrator  has  power  to  issue  orders  with  respect  to  pro- 
ducers' prices  and  "the  handling  of  milk."  Under  the  statute,  such  prices  may  be 
established  only  "after  due  notice  and  public  hearing."  Interested  parties  may 
petition  the  Administrator  to  hold  a  hearing,  or  the  administrator  may  call  a 
hearing  on  his  own  motion.   Hearings  are  held  at  places  most  convenient  to  pro- 
ducers, dealers,  and  consumers  and  are  advertised  in  newspapers  in  the  state. 
Either  the  Administrator  or  his  designated  agent  may  conduct  the  hearing.   In 
practice  the  Administrator  has  invariably  been  the  presiding  official.  During  the 
hearing  all  interested  parties  are  given  an  opportunity  to  be  heard.   In  recent 
hearings  consumer  representatives  have  appeared  to  present  the  point  of  view  of 
consumers  and  have  appealed  for  reductions  in  prices  or  have  testified  against 
proposals  to  increase  prices,  Such  testimony  characteristically  has  not  been 
helpful  because  it  is  rarely  founded  on  economic  analysis.  The  most  important 
evidence  introduced  at  the  hearings  is  usually  presented  by  the  staff  of  the 
Department  in  the  form  of  elaborate  memoranda,  statistical  reports,  and  economic 
analyses  reflecting  the  current  milk  situation. 

Hearings  are  conducted  rather  informally  and  witnesses  are  given  full 
opportunity  to  be  heard.  Shortly  after  the  conclusion  of  the  hearing,  the  Adminis- 
trator issues  an  order 'prescribing  minimum  producers'  prices  and  sets  forth  the 
evidence  upon  which  the  terms  and  conditions  of  the  prices  are  based.  A  price 
order  may,  as  the  current  orders  do,  require  dealers  to  meet  the  administrative 
expense  of  price  regulation  by  paying  an  assessment  not  exceeding  two  cents  per 
hundred  pounds  of  milk  received  or  purchased  from  producers.  Fifty  percent  of 
such  assessment  may  be  passed  on  to  producers.   (Sec.  3127). 

b.  The  Milk  Marketing  Act  provides  the  following  standards  in 
establishing  producers'  prices:  prices  must  be  just  and  reasonable;  they  must 
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assure  an  adequate  supply  of  pure  and  wholesome  milk  "without  unduly  encouraging 
uneconomic  shifts  in  production  or  in  sources  of  supply. "  The  Administrator  shall 
be  guided  by  available  information  relative  to  the  cost  factors  involved  in  milk 
production,  the  availability  of  feed  stuffs,  the  balance  between  supply  and  demand, 
the  purchasing  power  of  consumers  and  other  conditions  affecting  the  production  and 
sale  of  milk  and  its  products.   (Sec.  3130). 

2.  Administration  of  Production  Incentive  Fund. 

In  194-7  the  Administrator  was  authorized  to  establish  in  the  state 
treasury  a  segregated  fund  called  The  Production  Incentive  Fund.  The  statute  pro- 
vides that  dealers  shall  pay  into  the  Fund  an  amount  of  money  equal  to  50  cents  per 
hundred  weight  on  all  milk  received  by  them  from  Connecticut  producers  during  the 
months  of  May  or  June  of  each  year.  The  dealer  may  decrease  his  payments  to  pro- 
ducers by  a  corresponding  amount.  The  staff  collects  payments  from  dealers  during 
May  end  June.  Between  June  1  and  August  15,  the  auditing  staff  makes  detailed 
audits  of  dealers'  reports  and  spot  checks  of  dealers'  records  in  the  fiel«L,  After 
all  collections  are  audited  during  the  summer  months,  the  premium  payments  are  com- 
puted and  sent  to  dealers  in  October  and  November,  the  months  of  short  supply.  The 
dealers  are  then  required  to  add  the  premiums  to  their  payments  to  producers.  The 
Production  Incentive  Plan  has  the  important  result  of  preventing  a  sharp  decline  in 
the  incomes  of  milk  producers  during  the  months  of  October  and  November. 

3.  Licensing  of  Dealers. 

Every  milk  dealer  must  apply  to  the  Department  for  a  license  and  pay 
a  license  fee.  The  Administrator  may  refuse,  suspend,  or  revoke  a  license  on 
grounds  that: 

a.  The  dealer  has  not  complied  with  the  milk  control  statute  and 
regulations. 

b.  His  financial  resources  are  insufficient  to  meet  his  obligations 
to  producers. 
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c.  He  has  violated  laws  and  regulations  pertaining  to  health  and 
sanitation. 

d.  He  has  shown  intent  to  defraud  or  deceive  producers  or  con- 
sumers.  (Sec.  314.2).  In  enforcing  the  terms  of  a  dealer's  license,  the  Depart- 
ment is  responsible  for  keeping  a  close  watch  on  the  dealer's  financial  condition 
in  order  to  determine  whether  the  dealer  can  be  counted  on  to  pay  producers  for 
milk  purchased  from  them.  In  marginal  cases,  the  Administrator  may  require  a 
dealer  in  a  shaky  financial  condition  to  provide  a  bond  payable  to  the  state  of 
Connecticut  for  the  benefit  of  his  producers. 

4..  Elimination  of  unfair  trade  practices  of  dealers. 

If  the  Administrator  believes  that  a  dealer  is  engaging  in  unfair 
trade  practices  which  undermine  the  minimum  price  levels  established  by  the 
administrator  or  which  otherwise  disrupt  the  milk  market,  he  may  hold  a  hearing  to 
investigate  such  practices.  After  the  hearing,  the  Administrator  may  issue  against 
the  dealer  a  "direction  to  cease  and  desist"  and  prescribe  corrective  terms  deemed 
to  be  in  the  public  interest.  For  example,  the  dealer  may  be  required  by  order  of 
the  Administrator  to  post  with  the  Administrator  a  list  itemizing  the  names  of  all 
who  purchase  milk  from  him  and  the  quality  of  milk  sold  to  them.  The  dealer  may 
be  prohibited  from  selling  or  offering  reasonably  similar  quantities  and  qualities 
of  milk  under  similar  conditions  to  other  purchasers  at  "unreasonably  different" 
prices.  Rebates,  discounts,  premiums,  and  other  discriminatory  devices  may  be 
prohibited  (Seo.  3155). 

5.  Compliance  and  enforcement  activities. 

Within  the  limitations  of  available  staff,  the  Department  has  pur- 
sued a  reasonably  aggressive  policy  of  securing  compliance  with  its  orders  and 
regulations  and  has  prosecuted  dealers  who  refused  to  comply. 

Three  formal  methods  of  enforcement  are  available : 
a.  Civil  suits  filed  in  Superior  Court, 
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b.  Suspensions  and  revocations  of  licenses. 

c.  Criminal  prosecution. 

During  the  calendar  year  194-2,  48  civil  action.?  were  filed  against 
dealers  under  the  price  orders,  17  licenses  were  suspended,  and  24  criminal  prose- 
cutions were  initiated.  Many  of  the  civil  cases  were  subsequently  settled  out  of 
court.  During  the  calendar  year  1944,  14  civil  suits  were  instituted  and  10 
dealers'  licenses  were  revoked  or  suspended.   Since  1945,  the  level  of  compliance 
has  materially  improved.  As  dealers  have  accepted  regulatory  controls,  formal  and 
enforcement  actions  have  become  less  numerous. 

The  Department  estimates  that  it  has  collected  on  behalf  of  producers 
about  $750,009  in  adjusting  dealers'  payments.  The  problem  of  underpayment  is  now 
a  minor  matter.  Generally  the  courts  have  upheld  the  Administrator's  decisions. 
Occasionally,  the  Administrator  has  had  difficulty  in  obtaining  the  support  and 
cooperation  of  the  Attorney-General  in  prosecuting  violations. 

6.  Advisory  Activities. 

In  addition  to  the  formal  functions  noted  above,  the  Department  is 
called  upon  constantly  to  give  advise  on  business  and  technical  problems  to  indi- 
vidual producers  and  dealers.   The  Department  endeavors  to  assist  dealers  in  main- 
taining adequate  accounting  records  and  to  adopt  recommended  managerial  policies. 
Because  of  the  detailed  control  of  the  milk  industry  authorized  by  the  Milk  Market- 
ing Act,  the  Department  inevitably  develops  close  relations  with  dealers  and  is  *. 
called  upon  frequently  as  an  expert  agency  to  advise  dealers  whose  operations  are 
unsatisfactory. 
The  Department's  Concept  of  its  Role. 

The  Department's  concept  of  its  role  has  been  stated  clearly  in  the  ann 
annual  reports  of  the  Milk  Administrator,  especially  in  the  1941  and  1945  Reports. 
The  Department  outlines  its  major  objectives  as  follows: 

1.   "To  insure,  in  ao  far  as  this  can  be  attained  through  legislation, 
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that  returns  to  producers  will  be  such  that  they  can  produce  and  deliver  a  supply 
of  pure  and  wholesome  milk  adequate  to  meet  the  demands  for  milk  Toy  consumers  of 
the  state  at  all  times." 

2.  "To  effect  economies  in  the  dairy  industry"  through  pricing  policies, 
through  consolidation  of  milk  routes,  etc. 

3.  "To  establish  and  maintain  a  set  of  equitable  relationships  among 
producers,  among  distributors,  in  the  relations  between  producers  and  distributors 
and  finally  in  the  relations  between  the  entire  industry  and  the  public." 

4.  "To  secure  regularity  and  dependability  in  the  marketing  process." 

The  Milk  Administrator  has  emphasized  that  wide  acceptance  of  the  milk 
regulatory  program  "seems  to  depend  in  large  measure  upon  the  extent  to  which  there 
is  general  understanding  of  the  issues  involved,  acceptance  of  the  ends  sought,  and 
a  feeling  by  the  affected  parties  that  they  have  had  an  opportunity  to  participate 
effectively  in  the  formulation  of  the  regulations."  Therefore,  the  Department  has 
always  tried  to  stimulate  widespread  discussion  of  the  issues  involved  in  milk 
regulation  and  a  clear  statement  of  alternatives  of  policy. 

Our  survey  indicates  that  the  Department  has  complied  with  the  statutory 
requirements  of  due  process  in  the  issuance  of  orders  and  regulations.  The  Admin- 
istrator regards  the  statutory  safeguards  against  arbitrary  or  capricious  adminis- 
trative action  and  the  relatively  unambiguous  statement  of  standards  to  guide  the 
price-making  powers  of  the  Milk  Administrator  as  sound,  fair,  and  workable. 

In  summary,  the  Department  views  itself  as  intervening  in  the  milk 
industry  on  behalf  of  the  public  to  enhance  the  income  of  producers,  to  encourage 
stability  and  order  ih  the  industry,  and  to  establish  equitable  relationships 
between  the  industry  and  the  public.  While  the  producers  are  the  direct  benefici- 
aries of  the  controls  aimed  at  dealers,  the  Department  argues  that  the  public  also 
benefits. 
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The  Department's  concept  of  its  role  has  a  firm  statutory  base  and  its 
development  has  been  characterized  by  a  sense  of  responsibility,  fairness,  and 
effectiveness. 

Organization  of  the  Department. 

The  present  organization,  which  has  been  shaken  down  somewhat  in  recent 
months,  consists  of  these  groups: 

1.  The  Administrator  and  his  immediate  staff;  five  people  in  all. 

2.  An  Auditing  and  Accounting  Division  of  thirty- two  employees. 

3.  A  Licensing  and  Economic  Analysis  Division  of  five  employees. 

Operations. 

1.  The  major  operation  in  the  Department  is  auditing.  All  dealers  who 
buy  from  producers  file  elaborate  monthly  reports  with  the  Department.  The  Auditing 
staff  reviews  and  analyzes  the  reports  and  from  them  computes  the  price  the  dealer 
should  pay  his  producers.   In  addition,  auditors  regularly  audit  the  books  of  milk 
dealers  to  check  compliance  with  the  milk  regulations.   Such  audits  frequently 
reveal  underpayments  made  by  dealers  to  producers.   In  such  cases  the  Department 
attempts  to  make  informal  adjustments.  As  milk  regulation  has  become  more  accepted 
by  dealers,  the  amount  of  adjustments  have  decreased  and  dealer  compliance  has 
improved.   The  auditors'  reports  and  the  reports  submitted  by  the  dealers  are 
reviewed  for  consistency.   In  addition,  the  Department  of  Farms  and  Markets,  which 
tests  samples  of  milk  for  butterfat  content,  reports  the  test  results  to  the  Milk 
Administrator  who  forwards  the  results  to  the  dealers.  More  significantly,  the 
tests  are  used  by  the  Milk  Administrator  to  determine  the  butterfat  differential 
to  be  added  to  the  price  a  producer  should  receive.   The  auditors  also  handle  the 
details  of  the  Production  Incentive  Plan,  which  is  Rlmnnt  entirely  an  accounting 
operation. 

The  auditing  work  is  carried  on  by  a  staff  of  "editors"  who  review  the 
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monthly  dealer  reports  and  by  field  auditors  who  audit  the  books  of  milk  dealers 
every  two  to  three  months.  In  addition,  the  auditing  staff  includes  appropriate 
supervisory  and  clerical  employees.  The  Milk  Administrator  believes  that  some  of 
the  auditing  can  now  be  transferred  from  the  field  to  the  departmental  office  and 
that  a  supervisor  of  field  auditing  would  help  to  tone  up  that  operation. 

The  auditing  activity  is  rather  complicated  and  intricate  and  requires  a 
detailed  knowledge  of  dairy  operations.   It  is  handled  according  to  approved 
accounting  and  auditing  methods.  The  field  auditors  help  milk  dealers  to  establish 
adequate  accounting  systems  and  to  build  a  more  efficient  dairy  operation.  There 
is  considerable  pressure  from  dealers  to  have  the  auditors  serve  as  "business 
consultants." 

2.  The  second  major  operation  is  licensing.  All  dealers,  except  very 
small  dealers,  must  be  liecensed  annually  by  the  Department.   Each  dealer  seeking 
a  license  must  file  a  financial  statement  or  bond  with  his  application.  The 
auditing  staff  checks  In  detail  the  accuracy  and  validity  of  the  financial  state- 
ment and  may  make  suggestions  for  modification.  If  a  dealer's  financial  condition 
is  regarded  as  weak  or  unsatisfactory,  the  Department  may  issue  a  conditional 
license,  for  example,  limiting  the  dealer's  supply  of  milk  to  certain  producers. 
Such  conditional  licenses  are  designed  to  reduce  the  risk  to  producers  arising 
out  of  financial  Irresponsibility.  Applications  must  be  accompanied  by  fees. 

In  troublesome  cases,  informal  and  formal  hearings  may  be  held.   In  recent  months 
several  licenses  have  been  revoked  for  failure  to  file  monthly  reports,  poor 
financial  standing,  or  non-payments  to  producers. 

Licensing  operates  quite  smoothly.  A  grocery  store  (classified  as  a 
dealer)  may  offer  some  difficulty  on  occasion.  There  appears  to  be  no  justifica- 
tion for  the  licensing  of  stores. 

3.  The  third  major  operation  deals  with  economic  analysis  and  statistics, 
Statistics  of  milk  production  8nd  usage  are  collected  and  compiled  from  federal 
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sources  and  from  monthly  reports  filed  by  dealers.  Special  studies  are  prepared 
for  use  at  public  hearings.  They  include  such  statistical  series  as  average 
deliveries  per  day  per  producer,  average  price  of  milk  per  hundred  weight,  average 
daily  milk  production  per  cow  per  day,  number  of  dairy  cows  two  years  old  and  over, 
average  wage  rates  paid  to  hired  farm  labor  per  month,  number  of  registered  dairy 
farms,  etc.  The  staff  also  compares  the  milk  situation  in  Connecticut  with  con- 
ditions in  neighboring  marketing  areas.  It  issues  prices  for  the  different  classes 
of  milk  every  month,  maintains  a  file  of  dairy  publications  and  processes  requests 
for  statistical  information.  Monthly  dealer  reports  are  tabulated  for  summaries  of 
milk  utilization,  volume,  and  purchases  from  producers. 

Auditing,  licensing  and  economic  analysis  are  the  three  major  operations 
in  the  Department.  In  addition,  some  time  is  devoted  to  the  conduct  of  formal 
hearings,  to  participation  in  formal  enforcement  work,  educational  and  public 
relations  activities,  etc. 

Relations  with  the  Department  of  Farms  and  Markets. 

The  Department's  work  is  related  to  the  activity  of  the  Department  of 
Farms  and  Markets  and  the  Milk  Regulation  Board.  The  Board  establishes  minimum 
sanitary  and  quality  standards  relating  to  the  milk  industry.  These  regulations 
are  administered  by  the  Department  of  Farms  and  Markets,  which  works  closely  with 
the  Department  of  the  Milk  Administrator  in  testing  milk  for  butter-fat  content, 
maximum  solids  content,  and  minimum  water  content.  The  Milk  Administrator  uses 
the  butter-fat  tests  made  by  the  Department  of  Farms  and  Markets  in  computing  the 
minimum  price  of  milk  to  be  paid  to  a  producer.   In  order  to  avoid  duplication,  the 
Department  of  Farms  and  Markets  makes  the  tests  and  forwards  the  test  results  to 
the  Milk  Administrator,  who  in  turn  reports  the  results  to  dealers  and  producers. 
According  to  the  Milk  Administrator,  there  is  no  overlapping  of  function  between 
the  two  departments  and  the  relationship  is  workable.   No  evidence  was  found  to 
dispute  his  judgment. 
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Originally  the  Milk  Administrator  helped  to  finance  the  butter-fat  tests, 
but  this  cooperative  arrangement  was  declared  invalid  in  194-5 .  Under  a  1945 
amendment,  the  Department  of  Farms  and  Markets  retained  its  responsibility  for 
testing,  but  the  costs  for  testing  were  shared.  Recently  the  Commissioner  of  Farms 
and  Markets  asked  the  General  Assembly  to  budget  the  total  cost  of  testing  in  the 
Department  of  Farms  and  Markets.  The  Milk  Administrator  was  not  informed  of  the 
change  proposed  by  the  Commissioner  and  later  succeeded  in  blocking  it.  While  the 
personal  relations  between  the  Administrator  and  the  Commissioner  were  strained 
somewhat,  there  appears  to  be  no  problem  in  the  administration  of  the  testing  pro- 
gram. 

Under  the  new  milk  shed  law,  the  Department  of  Farms  and  Markets  gets 
information  monthly  from  the  Milk  Administrator  about  milk  trends.  The  Milk 
Administrator  will  not  license  a  dealer  unless  the  Department  of  Farms  and  Markets 
informs  him  that  the  dealer  has  complied  with  the  Department's  sanitary  regulation. 

Successful  Phases  of  the  Department's  Work. 

1.  The  day  to  day  work  of  the  Department  is  defined  clearly,  and  supported 
strongly  by  the  staff.  The  auditing  work  is  very  competent  and  forms  the  backbone 
for  all  departmental  activities.  The  morale  of  the  staff  is  high,  and  the  staff 
appears  to  have  utmost  confidence  in  the  administrator.   The  Board  of  Public 
Auditors  has  commended  the  Department  for  its  careful  and  systematic  method  of 
collecting  fees  and  assessments  and  its  accounting  for  such  revenues.  Generally 
the  work  of  the  Department  is  well  and  flexibly  organized. 

2.  The  Administrator  was  a  consultant  to  the  Agriculture  Committee  of  the 
General  Assembly  which  enacted  the  Milk  Marketing  Act  in  1941.  Since  that  time, 
he  has  maintained  close  relations  with  the  Legislature  and  has  participated 
actively  in  discussions  of  proposed  amendments  to  the  statutes.  Through  the 
Administrator,  the  operating  experience  of  the  Department  has  been  brought  to 
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bear  at  effective  points  in  the  development  of  milk  controls. 

3.  The  Production  Incentive  Plan  has  succeeded  in  reducing  seasonal 
variations  in  the  supply  of  milk. 

Difficulties  and  Speiial  Problems. 

Perhaps  the  major  difficulty  in  administering  milk  regulations  lies  in 
the  strong  producer  bias  inherent  in  milk  control.  Economic  control  of  the  milk 
industry  is  designed  to  stabilize  the  industry  at  the  expense  of  the  consumer. 
The  identification  and  protection  of  the  public  interest  by  the  Administrator  is 
a  delicate  and  difficult  problem  in  the  face  of  the  frank  intent  of  the  Milk 
Marketing  Act  to  benefit  farmers  by  increasing  their  income  from  milk  production. 

Weaknesses  in  Operations . 

1.  The  independent  status  of  the  Milk  Administrator  limits  his  contri- 
bution to  the  solution  of  fundamental  problems  affecting  the  dairy  economy  of 
Connecticut.  Because  he  is  by  statute  concerned  solely  with  economic  regulation  of 
the  ts'lW   industry j  and  beaause  his  depa:rbment  is  a  single,  isolated  unit  in  the 
state  administration,  he  has  no  opportunity  to  raise  important  questions  which 
appear  to  fall  beyond  the  narrow  limits  of  direct  price  controls. 

For  example,  only  fifty  percent  of  the  feed  consumed  by  milk  cows  is 
produced  in  Connecticut.  In  order  to  meet  the  requirements  of  milk  production, 
feed  grains  are  shipped  from  the  Middle  West  at  a  cost  of  $15  million  annually. 
If  pasture  lands  could  be  improved  in  Connecticut,  less  "imported"  feed  would  be 
needed  and  the  cost  of  milk  production  would  be  reduced.  Improvement  of  pasture 
lands  requires  the  removal  of  stumps  and  stones,  smoothing  and  spreading  the  soil, 
and  the  development  of  conservation  practices.   Improvements  of  this  sort  can  best 
be  made  as  part  of  a  comprehensive  land-classification  and  land-use  program. 

In  Connecticut  no  one  state  official  has  responsibility  broacd  enough  to 
encompass  problems  which  relate  milk  control  to  land  resources.  While  the  Milk 
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Administrator  does  an  excellent  job  on  a  rather  technical  and  complex  regulatory 
program,  he  has  no  responsibility  for  gauging  a  broad  social  problem  embracing  soil 
conservation  and  water  control.  He  is  forced  to  administer  milk  controls  largely 
on  an  ad  hoc  basis.   His  wide  knowledge  and  understanding  of  agricultural  problems 
in  Connecticut  cannot  be  effectively  used  to  develop  a  coordinated,  balanced 
approach  to  agricultural  and  land  use  problems.   It  is  ironical  that  in  the  long 
run,  limited  although  "effective"  economic  regulation  of  the  milk  industry  may 
deter  the  state  from  dealing  constructively  and  realistically  with  some  of  the 
principal  economic  and  social  problems  which  have  a  vital  bearing  on  the  welfare  of 
Connecticut's  agriculture  as  a  whole.  The  weakness  of  the  present  organization 
stems  from  the  failure  to  recognize  the  vital  relation  between  milk  control  and 
other  agricultural  and  land  use  activities, 

2.  The  function  of  economic  analysis,  apart  from  the  personal  activity  of 
the  Administrator,  is  not  strong  enough.  The  Administrator  believes  rightly  that  a 
more  competent  analysis  of  economic  trends  in  the  milk  industry  would  strengthen 
his  position  in  dealing  with  the  industry. 

3.  The  statutory  standards  for  evaluating  a  dealer's  financial  responsi- 
bility are  inadequate.  The  Administrator  has  developed  standards  for  office  use, 
but  they  have  not  been  put  into  a  regulation.  The  Administrator  is  acutely  aware 
of  the  need  for  more  adequate  standards  and  is  at  work  to  solve  the  problem,  which 
stems  from  the  statute  itself. 

U-   According  to  the  Milk  Administrator,  the  major  defect  in  the  statute 
is  the  omission  of  a  provision  on  the  equalization  of  returns  among  producers.  The 
Administrator  would  like  to  follow  the  pattern  of  the  federal  marketing  agreements 
and  provide  that  every  producer  in  the  same  market  receives  the  same  price  for  milk 
of  the  same  quality  and  butterfat  content.   In  1933,  the  Milk  Control  Board 
administered  a  crude  equalization  scheme  which  did  not  work  and  was  therefore 
abandoned.  The  scheme  created  opposition  which  has  persisted.  Further  study  should 
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be  made  of  the  desirability  of  establishing  the  principle  of  equalization  of 
returns  to  producers. 

Issues  to  be  Resolved . 

The  Department  of  the  Milk  Administrator  is  a  separate  department  whose 
Administrator  reports  directly  to  the  Governor.  The  Department  deals  with  one  of 
the  major  agricultural  problems  of  the  state.  The  principal  issue  to  be  resolved 
concerns  the  advisability  of  establishing  a  new  Department  of  Agriculture  and 
Resources  including  the  present  activities  of  the  Department  of  Farms  and  Markets 
and  the  Department  of  the  Milk  Administrator.  The  issue  can  be  stated  as  follows; 
Should  the  Department  of  the  Milk  Administrator  remain  autonomous  and  independent 
or  should  it  be  incorporated  in  a  larger  department  of  related  activities? 

Possible  Courses  of  Action. 

A.  The  Milk  Administrator  might  be  left  untouched  as  a  separate  entity  reporting 
directly  to  the  Governor. 
Advantages; 

1.  As  presently  organized,  the  agency  has  a  record  of  effective  and 
intelligent  operation.  The  Milk  Administrator  has  been  able  to  survive  partisan 
political  attack  with  his  reputation  for  integrity  intact. 

2.  There  is  now  a  reasonably  clean-cut  line  between  the  activities  of  the 
Milk  Administrator  on  the  one  hand  and  the  Department  of  Farms  and  Markets  and  the 
Milk  Regulation  Board  on  the  other.  Overlapping  or  duplicating  activities  are 
absent.   Integration  of  milk  activities  in  a  Department  of  Agriculture  promises 
nothing  in  the  way  of  economy. 

3.  The  General  Assembly  since  194-1  has  strongly  supported  the  separate 
status  of  the  department.   In  194-7  when  the  Department  of  Farms  and  Markets  was 
created,  the  General  Assembly  expressly  refused  to  include  the  Department  of  the 
Milk  Administrator.  The  legislature  has  taken  the  view  that  the  Department  is  a 
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price-fixing  agency  financed  by  the  milk  industry  and  should  remain  separate  from 
agencies  formulating  policies  for  the  development  of  agriculture  in  Connecticut. 

B.  The  Department  might  be  abolished  and  reconstituted  as  a  Bureau  or  Division  in 
a  Department  of  Agriculture.   It  might  be  headed  by  an  Assistant  Administrator 
selected  on  the  basis  of  merit  under  civil  service  rules  or  appointed  by  the 
Governor. 

Advantages: 

1.  The  consolidation  of  agricultural  activities  in  a  single  department 
may  stimulate  improvement  in  the  administration  of  agricultural  affairs.  Economic 
regulations  of  the  milk  industry  may  strengthen  and  tone  up  agricultural  activities 
generally. 

2.  Such  consolidation  would  make  possible  a  more  intelligent  considera- 
tion of  the  economic  problems  of  the  milk  and  dairy  industry.  It  should  enable  the 
state  to  plan  for  more  effective  action  to  promote  and  serve  agricultural  interests 
and  the  general  welfare. 

C.  The  functions  of  the  Milk  Administrator  might  be  transferred  to  a  large 
department  embracing  agricultural  and  natural  resource  functions.   The  major 
advantage  of  this  plan  is  the  creation  of  a  department  with  a  perspective  and 
responsibility  extensive  enough  to  enable  it  to  consider  and  administer  plans  and 
programs  designed  to  solve  some  of  the  most  pressing  and  critical  agricultural 
and  land  use  problems  in  Connecticut.   The  welfare  of  milk  producers  is  wrapped 
up  in  these  problems.  As  an  integral  part  of  a  large  department,  the  director  of 
milk  controls  will  be  in  a  position  not  only  to  regulate  the  milk  industry  more 
intelligently  but  also  to  contribute  his  specialized  knowledge  and  insight  to  the 
consideration  and  solution  of  issues  which  go  beyond  the  day  to  day  administration 
and  enforcement  of  minimum  prices  to  be  paid  milk  producers  by  dealers. 
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C.  Recommendations 

Underlying  Assumption . 

The  assumption  underlying  the  following  comments  and  proposals  is  that 
the  basic  weakness  of  the  Department  of  Milk  Administrator  stems  from  its  isolate*! 
status.  Because  the  department  is  concerned  with  one  only  aspect  of  the  milk 
industry  in  Connecticut,  it  is  effectively  prevented  from  dealing  with  fundamental 
conditions  relating  to  the  welfare  of  the  milk  industry  and  the  public's  interest 
in  a  stable,  pure,  and  inexpensive  supply  of  milk.  Furthermore,  given  the 
diffusion  of  responsibility  in  the  state  administration  for  different  aspects  of 
the  "milk  problem, "  no  other  single  department  is  equipped  to  give  serious  con- 
sideration to  the  fundamental  conditions  of  the  milk  industry  or  agriculture 
generally  in  Connecticut.  Any  proposal  for  reorganization  of  the  state  functions 
relating  to  the  milk  industry  will  be  inadequate  unless  it  remedies  this  oentral 
weakness. 

Proposal  and  Comments . 

1.  The  continuance  of  the  Department  of  the  Milk  Administrator  as  an 
autonomous  department  would  be  unsatisfactory  since  the  present  organization 
retards  the  development  of  an  adequately  comprehensive  and  ef festive  program  of 
action  affecting  not  only  milk  but  agriculture  and  land  resources  as  well.  In 
addition  it  continues  the  diffusion  of  executive  responsibility  now  characteristic 
of  Connecticut  administration,  and  forcos  the  Governor  to  deal  with  yet  another 
agency  head  in  a  rather  narrowly  specialized  program. 

2.  The  plan  of  transferring  the  Department  of  Milk  Administrator  to  a 
Department  of  Agriculture  would  help  to  prepare  the  state  somewhat  better  to  tackle 
broad  agricultural  problems.   However,  the  scope  of  the  activities  of  a  Department 
of  Agriculture  would  not  be  broad  enough  to  encompass  the  interrelated  questions  of 
land  resource  and  use  in  Connecticut.  A  Department  of  Agriculture  could  develop 
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more  effective  technical  services  to  agricultural  interests  which  are  now  served 
rather  extensively.  The  transfer  of  the  Milk  Administrator  to  a  Department  of 
Agriculture  would  also  reduce  by  one  the  number  of  agency  heads  reporting  directly 
to  the  Governor  and  would  eliminate  some  diffusion  of  executive  responsibility. 
Probably  it  would  enable  the  Milk  Administrator  to  contribute  better  to  the  con- 
sideration of  issues  of  policy  affecting  agriculture. 

3.  We  recommend  that  the  Milk  Administrator  become  a  part  of  the 
Secretariate  of  Agriculture  and  Natural  Resources  (as  outlined  in  Part  I  of  this 
report).  His  salary  should  be  fixed  at  $15,000.   (Present  salary  $9,000).  The 
proposal  has  the  double  advantage  of  (l)  concentrating  executive  responsibility 
and  reducing  the  Governor's  span  of  administrative  control,  and  of  (2)  developing 
a  department  with  a  perspective  broad  enough  to  permit  consideration  of  funda- 
mental questions  of  making  the  best  use  of  land  and  water  resources.   The  proposed 
Secretariate  for  Agriculture  and  Natural  Resources,  as  outlined  in  Part  I  of  this 
report,  would  make  possible  a  more  balanced  and  intelligent  approach  to  problems 
affecting  the  milk  industry  in  Connecticut.  It  would  encourage  the  state  to 
devote  attention  to  the  agricultural  recovery  of  Connecticut  instead  of  concen- 
trating on  the  provision  of  the  more  conventional  technical  services  to  the  agri- 
cultural community.  In  short,  the  state  would  have  an  opportunity  to  get  its 
money's  worth  from  its  expenditures  for  agricultural  activities.  Participation  of 
the  Milk  Administrator  in  the  work  of  the  Secretariate  for  Agriculture  and  Resour- 
ces would  also  help  to  remind  the  Administrator  that  his  primary  responsibility 
is  to  the  public  rather  than  to  a  special  interest.  Although  we  are  aware  of  no 
deviation  from  the  public  interest  in  the  administering  of  the  milk  control  pro- 
gram, the  problem  of  avoiding  undue  preoccupation  with  a  special  interest,  rather 
than  the  public  interest,  is  one  which  always  grows  with  time.  Making  milk  control 
a  part  of  a  broader  public  program  will  help  to  insure  its  continuous  soundness  and 
vitality. 
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MOTOR  VEHICLE  DEPARTMENT 


DATA 


Established  June  1,  1917. 

Commissioner  of  Motor  Vehicles:  Appointed  by  the  Governor,  with  advice  and  consent 
of  the  Senate. 

Tenure:  Term  of  four  years  from  the  first  day  of  July  in  the  year  of  appointment 
and  until  a  successor  is  appointed  and  has  qualified. 

Salary:  $9,000  per  annum. 

Deputy  Commissioner:  Appointed  by  the  Commissioner. 

Tenure:  Serves  at  the  pleasure  of  the  Commissioner. 

Salary:  $7,000  per  annum 

Personnel:   451  salaried  employees  as  of  October  1,  194-9. 
Appropriation  for  1949-1950:  $1,541,179.00. 

Illustrations 
For  illustrations  of  activities  of  the  Motor  Vehicle  Department: 

1.  P.     95      for  cooperation  v/ith  related  public  safety  agencies. 

2.  Pp.    99-100  for  non-engineering  activities  of  Division  of 

Engineering  and  Inspection. 

3.  Pp.   105-1G6  for  accident  reporting  requirements. 

4.  Pp.   111-112  for  administration  of  the  collection  and  assessment 

of  fuel  taxes. 
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A.  History  and  Background. 

State  registration  of  motor  vehicles  was  inaugurated  almost  immediately 
with  the  introduction  of  the  automobile  at  the  turn  of  the  century.   In  this  the 
states  were  motivated  by  the  opportunity  to  increase  their  revenues,  and  it  was 
not  long  before  they  began  also  to  license  motor  vehicle  operators  for  the  same 
purpose. 

Until  the  end  of  World  War  I  revenue  continued  to  be  the  primary  interest 
of  the  states.  During  this  period  motor  vehicle  operators  were  required  to  abide 
by  the  rules  of  the  road  then  obtaining  for  horse-drawn  vehicles.  Few  states 
attempted  to  draw  up  special  regulations  governing  the  operation  of  motor  vehicles 
and  none  originated  regulations  governing  their  construction  or  maintenance. 

As  they  became  more  common,  however,  and  as  their  size,  weight  and  speed 
were  increased,  the  states  began  to  take  up  the  problem  of  their  operation  in  the 
interest  of  public  safety.  By  the  early  1920' s  most  states  had  passed  and  adopted 
rather  comprehensive  laws  and  regulations  governing  operation  of  motor  vehicles, 
and  several  of  the  states  had  begun  to  originate  specifications  prescribing  the 
construction  and  maintenance  of  various  safety  devices  with  which  they  were 
required  to  be  equipped.  While  the  motor  vehicle  continued  to  be  a  source  of  much 
needed  revenue,  especially  as  unprecedented  demands  were  made  for  public  funds  to 
construct  and  maintain  streets  and  highways,  state  regulation  was  now  prompted 
chiefly  by  a  concern  for  public  safety. 

Meanwhile  the  beginning  of  the  interstate  movement  of  motor  vehicles  had 

*   In  some  sections  of  the  country  public  antagonism  toward  the  motor  vehicle  was 
reflected  in  special  laws  and  ordinances.   In  1899  the  city  of  San  Rafael, 
California  passed  an  ordinance  requiring  automobiles  to  come  to  a  full  stop 
within  300  feet  of  passing  horse-drawn  vehicles.  A  year  later  in  Vermont,  all 
motor  vehicles  were  required  to  be  led  by  a  person  of  mature  age  carrying  a  red 
flag  at  a  distance  of  one  furlong.  These  restrictions  were  designed  to  dis- 
courage the  use  of  the  new  machines,  however,  and  were  exceptions  to  the  rule. 
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developed  into  a  complex  problem.   The  registration  laws  of  many  states  set  up 
barriers  which  actually  prevented  a  motor  vehicle  from  one  state  entering  another 
and  there  was  no  uniform  pattern  of  traffic  regulation.  The  use  and  type  of  road 
markers  varied  from  state  to  state,  and  some  states  issued  driver's  licenses 
without  examination.  This  situation  led  in  1921  to  the  creation  of  the  Eastern 
Conference  of  Motor  Vehicle  Administrators  and,  in  1924,  to  the  National  Con- 
ference on  Street  and  Highway  Safety,  both  established  to  encourage  the  development 
of  uniform  laws  and  regulations  promoting  safe  highway  transportation. 

It  is  significant  that  members  of  these  two  organizations,  eventually 
representing  forty-eight  states,  the  District  of  Columbia,  and  all  the  Canadian 
provinces,  were  officials  of  a  wide  variety  of  state  agencies  all  concerned  with 
problems  of  highway  safety.  This  community  of  interest  among  closely  related  state 
agencies  has  continued.  In  194-6  membership  of  the  President's  Highway  Safety 
Conference  included  officers  of  state  motor  vehicle,  police,  highway,  finance  and 
public  safety  departments.  Within  the  separate  states  these  and  other  agencies 
are  often  in  constant  contact  with  one  another  in  the  routine  of  administering  the 
motor  vehicle  laws  and  among  all  there  is  an  obvious  need  for  close  and  continuing 
cooperation. 

In  the  organization  of  agencies  to  administer  the  motor  vehicle  laws, 
the  practice  of  the  states  varies  greatly.  In  some,  activities  relating  to  the 
regulation  of  motor  vehicles  and  motor  vehicle  operators  are  performed  by  depart- 
ments of  finance,  taxation  or  revenue,  reflecting  perhaps  the  interest  in  revenue 
first  shown  by  the  states.   In  others,  these  activities  are  performed  by  divisions 
within  departments  of  public  safety  responsible  for  a  number  of  other  safety 
functions.  A  few  states  have  viewed  these  activities  as  licensing  matters  and 


*  Reorganized  and  renamed  in  1932  as  the  American  Association  of  Motor  Vehicle 
Administrators . 
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assigned  them  to  departments  of  licensing,  and  in  others  they  are  performed  by- 
public  utility  commissions.  Finally,  several  of  the  states,  less  than  one-third 
at  the  present  time,  have  assigned  these  activities  to  motor  vehicle  departments 
organized  as  independent  agencies. 

Connecticut's  first  motor  law  was  passed  by  the  General  Assembly  in  1903. 
It  was  an  act  to  provide  for  the  registration  of  motor  vehicles  and  the  assessment 
of  a  registration  fee.  Similar  legislation  in  1907  required  the  licensing  of  all 
motor  vehicle  operators  and  provided  also  for  assessment  of  a  license  fee.  These 
activities  were  performed  in  the  Office  of  the  Secretary  for  the  State  until  they 
were  transferred  in  1917  to  the  Motor  Vehicle  Department  which  was  established  at 
that  time. 

The  act  creating  the  Motor  Vehicle  Department  comprised  the  state's  first 
comprehensive  laws  governing  the  operation  of  motor  vehicles  and  the  control  of 
operators.  While  they  have  been  frequently  amended  and  added  to  they  are  the 
basis  for  present  regulation. 

B.  Findings 
Duties  and  Powers 

The  Motor  Vehicle  Department  is  responsible  for  the  administration,  in 
cooperation  with  other  state  agencies,  of  all  laws  pertaining  to  motor  vehicles  and 
their  operators  as  contained  in  the  General  Statutes,  Revision  of  194-9. 

The  main  functions  performed  by  the  Department  as  required  by  law  are: 

1.  the  registration  of  all  motor  vehicles  owned  by  residents  of 

Connecticut  and  operated  on  public  roads; 

2.  the  examination  of  motor  vehicle  operators  and  the  issuing  of 

operators'  licenses; 

3.  the  registration  and  inspection  of  dealers',  repairers',  gasoline 

station  and  automobile  junk  establishments; 
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U.   the  promulgation  and  enforcement  of  specifications  regarding  required 
equipment  of  motor  vehicles; 

5.  the  collection  of  a  four  cent  per  gallon  tax  on  gasoline  and  other 

internal  combustion  machine  fuels  used  to  propel  motor  vehicles 
on  state  highways;  and 

6.  the  negotiation  of  administrative  agreements  with  other  states  to 

provide  reciprocal  privileges  to  motor  vehicle  owners  and 
operators. 
Activities  of  the  Department  Currently  Being  Performed 

The  various  regulatory  and  enforcement  activities  currently  being  per- 
formed by  the  Department  are,  with  but  two  exceptions,  all  directly  related  to  the 
central  purpose  of  the  motor  vehicle  laws,  namely  the  promotion  of  safety  on 
public  roads. 

1.  Licensing  and  control  of  operators. 

a.  All  applicants  for  motor  vehicle  operator's  licenses  are 
required  to  pass  an  examination  of  three  parts  in  order  to  qualify.  Applicants  are 
examined  orally  for  their  knowledge  of  the  motor  vehicle  laws  and  regulations. 
They  are  also  given  an  eye  test  and  are  required  to  demonstrate  their  driving 
ability  on  a  public  road  under  normal  traffic  conditions. 

Applicants  for  licenses  to  operate  trucks,  buses,  taxicabs  and 
livery  cars  are  given  a  similar  but  more  exacting  examination. 

In  addition  the  Department  investigates  the  criminal  records,  if 
any,  of  applicants  for  licenses  to  operpte  buses,  taxicabs,  and  livery  cars. 

b.  The  Department  exercises  a  continuing  surveillance  over  the 
driving  histories  of  all  licensed  motor  vehicle  operators.  Records  of  accidents, 
arrests,  warnings  and  complaints  are  maintained  in  individual  case  files  and 
operators  guilty  of  violations  are  subject  to  a  series  of  disciplinary  actions 
imposed  by  law  or  regulation.  The  Department  suspends  and  revokes  licenses; 
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requires  operators  to  file  proof  of  financial  responsibility;  holds  personal  con- 
ferences with  individual  drivers;  and  orders  re-examination  of  others. 

c,  The  Department  is  also  active  in  fostering  safe  driving 
practices  in  a  number  of  other  ways.  A  representative  of  the  Department,  in 
cooperation  with  the  Board  of  Education,  conducts  driver  training  courses  in  high 
schools  throughout  the  state  and  participates  in  the  activities  of  various  high- 
way safety  conferences  sponsored  by  local  groups. 

The  Department  is  also  represented  on  the  Highway  Safety  Com- 
mission which  formulates  press  and  radio  programs  of  safety  education  for  the 
general  public.  These  programs  are  based  largely  on  information  compiled  from 
accident  and  driver  records  maintained  and  analysed  by  the  Department. 

2.  Registration  of  motor  vehicles  and  supervision  of  their  equipment 
and  condition. 

a.  The  Department  originates  specifications  regarding  structural 
and  performance  standards  of  various  equipment  required  on  motor  vehicles  regis- 
tered in  Connecticut. 

b.  The  law  does  not  provide  for  compulsory  inspection  of  private 
passenger  vehicles.  The  Department  does,  however,  administer  a  system  of  voluntary 
inspection  of  motor  vehicles  operated  for  private  use.  The  program  operates 
through  private  automobile  repair  garages  licensed  by  the  Department  to  make  such 
inspections  and  to  issue  certificates  of  satisfactory  condition. 

In  addition  to  voluntary  inspection  the  Department  also  operates 
a  program  of  "spot"  inspection  on  the  highways. 

c.  As  authorized  by  law,  the  Department  periodically  inspects  the 
condition  of  motor  vehicles  registered  as  school  buses,  motor  vehicles  used  to 
transport  farm  workers,  taxicabs,  livery  cars  and  buses. 

d.  All  used  motor  vehicles  formerly  registered  in  other  states  are 
inspected  by  the  Department  at  the  time  of  application  for  Connecticut  registration. 
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3.  Licensing,  inspection,  and  regulation  of  the  establishments  of 
dealers  and  repairers. 

The  Department  administers  the  Dealer's  and  Repairer's  law  which 
requires  the  annual  licensing  of  all  persons,  engaged  in  the  business  of  selling, 
repairing  or  servicing  new  or  used  motor  vehicles  and  of  all  automobile  junk  yards. 
This  activity  involves  inspection  and  approval  of  proposed  sites  and  equipment 
for  new  business  locations  and  periodib  inspection  of  operating  establishments 
and  their  methods  of  doing  business  to  determine  whether  they  are  being  operated 
in  the  interest  of  public  safety. 

U.   Negotiation  of  Reciprocity  Agreements  with  other  states. 

The  Department  negotiates  reciprocal  agreements  with  motor  vehicle 
agencies  of  other  states  and  countries  pertaining  to  the  operation  in  one  juris- 
diction of  motor  vehicles  registered  in  another.   Like  agreements  are  made  with 
regard  to  the  privileges  of  motor  vehicle  operators. 

5,  Collection  and  Refund  of  Fuel  Tax. 

Activities  unrelated  to  the  safety  functions  of  the  agency  are  the 
collection  and  refund  of  fuel  taxes.  The  Department  administers  the  collection  of 
a  four  cent  per  gallon  tax  on  fuels  consumed  by  motor  vehicles  operating  on  state 
fcoads.  With  certain  exceptions,  however,  collection  of  the  tax  is  made  on  sales 
of  all  fuels  usable  in  motor  vehicles  and  refunds  of  tax  payments  are  made  for 
fuels  ultimately  used  for  non-highway  purposes. 

6.  Participation  in  the  Collection  of  Local  Property  Taxes. 

A  second  activity  of  the  Department  which  is  not  related  to  its 
primary  role  of  promoting  safety  in  the  operation  of  motor  vehicles  is  that  re- 
garding registration  of  motor  vehicles  whose  owners  are  delinquent  in  payment  of 
local  property  taxes  on  their  vehicles.  The  law  requires  the  Department  to  deny 
applications  for  registration  or  renewal  of  registration  of  any  owned  by  a  delin- 
quent tax  payer. 
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Concept  of  the  Department's  Role  Now  Prevalent  in  the  Agency. 

The  attention  of  the  Commissioner  of  Motor  Vehicles  and  of  the  Depart- 
ment's division  chiefs  is  focused  exclusively  on  efforts  to  promote  public  safety 
in  the  operation  of  motor  vehicles  in  Connecticut.  Of  the  two  activities  not 
related  to  this  central  purpose  of  safety  promotion,  one,  the  collection  of  the 
fuel  tax,  is  a  specialized  activity.   It  is  administered  in  complete  isolation 
from  other  operations  in  the  Department.  The  other,  participation  in  collection 
of  local  property  taxes,  represents  but  one  of  a  series  of  routine  clerical 
operations  preparatory  to  the  issuance  of  a  motor  vehicle  registration.  Both  are 
conceived  as  ancillary  activities. 

This  view  of  the  Department's  conception  of  its  role  is  confirmed  not 
only  by  the  emphasis  given  its  major  regulatory  operations,  but  also  by  its 
participation  in  supplementary  safety  campaigns.   In  cooperation  with  the  State 
Department  of  the  American  Legion  the  Motor  Vehicle  Department  sponsors  a  campaign 
to  encourage  the  use  of  reflectors  on  bicycles. 

The  Department  is  also  active  in  the  driver  education  program  conducted 
in  the  schools  in  cooperation  with  the  State  Board  of  Education.  A  representative 
of  the  Department  devotes  full  time  assisting  a  variety  of  safety  organizations  in 
planning  and  preparing  highway  safety  campaigns*  Moreover,  nearly  every  operating 
unit  within  the  Department  contributes  to  the  compilation  of  accident  statistics, 
consideration  of  which  forms  the  basis  for  much  cooperation  among  the  Department 
and  other  state  agencies  interested  in  public  safety. 
Organization  of  the  Motor  Vehicle  Department . 

The  Motor  Vehicle  Department,  with  a  total  staff  of  451  employees,  is 
headed  by  a  Commissioner  of  Motor  Vehicles  appointed  by  the  Governor  for  four 
years  with  the  advice  and  consent  of  the  Senate.   There  are  also  a  Deputy  Com- 
missioner appointed  by  the  Commissioner  and  serving  at  his  pleasure,  and  five 
Division  Chiefs,  each  appointed  and  serving  with  merit  system  status. 


-  9  -  Page  98 

Organization.  Staffing,  and  Finances . 

A  Commissioner  of  Motor  Vehicles  and  a  Deputy  Commissioner  direct  the 
work  of  the  Motor  Vehicle  Department  which  is  composed  of  the  following  units: 

Personnel  as  of  October  1,  194-9 
Division  of  Engineering  and  Inspection  77 

Engineering  Section 

Inspection  Section 
Division  of  Registry  242 

Branch  Offices 

Information  and  Checkers  Sections 

Cashier  Section 

Bookkeepers  Section 

File  Section 

Addressograph  and  Change  of  Address  Sections 

Classification  Section 

Delinquent  Tax  Section 

Incoming  Mail  and  Correspondence  Sections 
Division  of  Operator  Control  79 

Complaint  Section  and  Driver  Clinic 

Accident  Section 

Suspension  and  Court  Records  Sub-Section 

Financial  Responsibility  Section 

Hearing  Section 

Copy-Record  Sub-Section 
Division  of  Administration  35 

Payroll  and  Purchasing  Section 

Out-going  Mail  Section 

Statistical  Section 

Gasoline  Tax  Section 

Division  of  Dealers  and  Repairers  18. 

~  451 

Total  Net  Receipts  and  Expenditures  of  the  Motor  Vehicle  Department  for  the 
Fiscal  Years  1947  1948  '   1949 

Receipts  $20,841,315.70      $26,236,470.32      $27,888,612.83 

Expenditures 

Personal  Services       932,920.06  1,019,018.60  1,140,180.50 

Contractual  Services     66,316.35  80,114.18  66,945.36 

Supplies  &  Material     267,267,03  376,909.93  153,779.27 

Equipment           28.284.55       20.346.46  17.894.82 

Total  1,294,787.99       1,496,389.17       1,378,799.95 


-  10  -  Page  99 

The  Division  of  Engineering  and  Inspection 

Engineering  Section,  The  engineering  functions  of  the  Division  of  Engineering 
and  Inspection  are  performed  in  the  office  of  the  division  Chief. 

1.  Specifications  for  required  equipment. 

The  Division  Chief  originates  specifications,  as  authorized  by- 
law (Sec.  24.28-24.5i ),  regarding  particular  types  and  performance  standards  of 
safety  equipment  required  for  various  classes  of  motor  vehicles.  As  the  majority 
of  such  equipment,  which  includes  lights,  tires,  brakes,  horns,  etc.,  is  nationally 
distributed,  all  but  a  few  items  are  normally  tested  by  the  Society  of  Automotive 
Engineers.  Those  approved  by  the  Society  are  automatically  approved  by  the 
Division  Chief  for  use  in  Connecticut.  Other  equipment  is  sent  to  reputable  test- 
ing concerns  for  a  performance  rating  before  they  are  approved. 

2.  Voluntary  inspection  program. 

The  Engineering  Section  authorizes  garages  and  repair  shops  to 
inspect  and  issue  certificates  of  satisfactory  condition  for  private  passenger 
cars.  Approval  of  applications  to  perform  this  service  is  based  on  the  advice  of 
the  Division  ofDealers  and  Repairers  which  licenses  all  such  establishments. 

On  June  30,  1949,  there  were  1,150  garages  authorized  to  perform  this 
inspection  service.   During  fiscal  year  1949  they  had  inspected  a  total  of  84,216 
passenger  cars  of  which  31,954  were  in  need  of  some  repair.  Referred  to  as 
"inspection  for  the  carriage  trade,"  the  voluntary  inspection  program  is  of 
negligible  importance  in  promoting  public  safety.   Less  than  one-sixth  of  all 
passenger  cars  are  inspected  and  it  is  likely  that  this  number  includes  only  the 
better  maintenance^  ones. 

3.  Non-engineering  activities. 

The  Chief  of  the  Division  of  Engineering  and  Inspection  performs  or 
supervises  a  number  of  non-engineering  activities  which  are  usually  performed  by 
the  administrative  unit  of  comparable  departments.  These  duties  have  been  assumed 
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by  the  Division  Chief  over  a  period  of  years  prior  to  the  recent  reorganization  of 
the  Department  in  which  a  Division  of  Administration  was  created. 

The  Division  Chief  is  responsible  for  the  negotiation  of  reciprocal 
agreements  with  other  states  and  nations  pertaining  to  the  operation  in  one  juris- 
diction of  motor  vehicles  registered  in  another  and  pertaining,  similarly,  to 
motor  vehicle  operators. 

In  addition  the  Division  Chief  supervises  the  work  of  the  Depart- 
ment's Highway  Safety  Field  Representative  who  is  engaged  in  a  variety  of  edu- 
cational activities  in  cooperation  with  other  state  agencies  designed  to  promote 
highway  safety. 

The  Division  Chief  also  prepares  legislative  information  bulletins 
for  the  Commissioner  and  he  maintains  a  complete  file  of  the  Commissioner's  rules 
and  regulations.  Finally  he  is  responsible  for  maintenance  of  complete  records  of 
all  business  transacted  by  the  Department  as  a  whole. 

Inspection  Section.  The  Inspection  Section  is  the  larger  of  the  two  sections 
consstit'jiting  the  Division  of  Engineering  and  Inspection.  Seventy  of  the 
Division's  seventy-seven  personnel  are  assigned  to  the  Inspection  Section,  which 
is  headed  by  a  Chief  Inspector  in  the  Hartford  Office.  Three  Supervising  Inspect 
tors,  each  responsible  for  one  of  three  districts  within  the  state,  supervise  the 
work  of  inspection  teams  located  at  the  Branch  offices  maintained  by  the  Division 
of  Registry  throughout  the  state. 

1.  Examination  of  motor  vehicle  operators. 

The  largest  activity  of  the  Inspection  Section  is  the  examination  of 
applicants  for  motor  vehicle  licenses.  The  same  examination,  (consisting  of  an  eye 
test,  an  oral  test  of  the  applicants  knowledge  of  the  motor  vehicle  lavs  and  a 
driving  test),  is  given  to  private  passenger  car  operators  and  operator's  of 

public  service  vehicles,  except  that  applicants  for  a  license  to  operate  a  bus  are 

*  Public  service  vehicles  as  defined  in  the  statutes  are  motor  vehicles  used  in  the 
transportation  of  passengers  for  hire. 


-  12  -  Page  101 

given  a  special  road  test.  The  examination  fee  in  each  case  is  $2.00.  Applicants 
for  the  public  service  license  are  also  investigated  by  inspectors  to  determine  if 
they  have  criminal  records. 

During  fiscal  year  194-9,   64., 954-  operator's  examinations  for  all 
classes  of  licenses  were  given  and  fees  totaling  $122,410.00  were  collected. 
2.  Inspection  of  motor  vehicles. 

The  Inspection  Section  annually  inspects  school  buses  and  vehicles 
used  in  the  transportation  of  farm  labor  and  semi-annually  inspects  public  service 
vehicles.   In  each  case  the  inspection  involves  a  check  of  all  safety  devices 
with  which  the  particular  classes  of  vehicles  are  required  by  the  Commissioner's 
regulations  to  be  equipped.  Owners  of  vehicles  with  defective  equipment  are 
normally  directed  not  to  operate  their  vehicles  until  they  have  been  rapaired, 
reinspected  and  approved.  There  is  in  practice,  however,  an  informal  arrangement 
designed  to  reduce  the  number  of  reinspections.  Vehicles  with  minor  deficiencies 
that  are  operated  by  individuals  or  concerns  with  a  reputation  for  prompt 
cooperation,  are  issued  stickers  of  approval  on  the  understanding  that  necessary 
repairs  be  undertaken  immediately  and  that  the  Inspection  Section  be  advised  of 
their  completion. 

The  Division  also  conducts  a  small-scale  program  of  "spot  inspection" 
on  the  highwevs  of  old  private  passenger  vehicles  or  those  whose  appearance  suggests 
the  likelihood  of  defective  equipment.  During  fiscal  year  194-9,   15,397  private 
passenger  cars  were  so  inspected.  Of  this  number  more  than  four-fifths  were  found 
in  an  unsatisfactory  condition. 

All  used  passenger  cars  for  which  Connecticut  registration  appli- 
cations are  filed  for  the  first  time  are  also  inspected  by  the  Division.  This 
program  is  designed  to  guard  against  the  influx  of  over-age  and  defective  vehicles 
from  states  requiring  liability  insurance  to  be  carried  for  all  motor  vehicles. 
In  the  past  ]arge  ranchers  of  older  cars  which  no  insurance  company  would  insure 
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and  which,  consequently,  could  not  be  registered,  found  their  way  in  to  the 
Connecticut  used  car  market. 

3.  Investigatory  Services  for  the  Department. 

In  addition  to  the  above  activities,  the  Inspector  Section  conducts 
various  types  of  investigations  for  the  Department  as  a  whole.   Inspectors  investi- 
gate accidents  and  complaints  reported  to  the  Division  of  Operator  Control;  they 
are  given  assignments  to  pick  up  the  licenses  and  registrations  of  operators  who 
have  failed  to  surrender  them  when  required  to  do  so;  they  conduct  character  and 
habits  investigations  of  individual  operators  at  the  request  of  Hearings  Officers; 
and  they  perform  whatever  other  investigatory  services  other  units  in  the  Depart- 
ment request. 

The  Division  of  Registry . 

The  Division  of  Registry  is  responsible  for  the  issuance  and  collection 
of  fees  for  operator's  licenses  and  motor  vehicle  and  trailer  registration  certifi- 
cates. The  largest  of  the  five  divisions  of  the  Motor  Vehicle  Department,  this 
division  has  a  total  staff  of  242  clerical  personnel  headed  by  a  Division  Chief  and 
two  Assistant  Division  Chiefs. 

One  hundred  thirty-nine  personnel  are  located  in  the  Headquarters  Office 
in  Hartford.   The  remaining  one  hundred  three  are  deployed  in  ten  permanent  Branch 
Cffices  in  Bridgeport,  Danbury,  New  Haven,  New  London,  Norwalk,  Norwich,  Stamford, 
Torrington,  Waterbury,  and  Williamantic,  each  under  the  supervision  of  a  Motor 
Vehicle  Office  Supervisor.   During  the  registration  and  license  rush  periods  at  the 
end  of  February  and  April,  respectively,  ten  additional  sub-branch  offices  are 
maintained  with  the  aid  of  personnel  from  other  divisions  of  the  Department. 

The  organization  of  the  Headquarters  Office  is  composed  of  eleven  sections, 
five  of  which  perform  one  or  more  of  a  series  of  successive  steps  in  the  processing 
of  registration  and  license  applications.  Four  others  prepare  and  file  information 
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upon  which  that  processing  depends  and  the  remaining  two  receive  and  answer 
general  correspondence. 

The  Incoming  Mail  Section  and  the  Correspondence  Section,  respectively, 
receive  and  answer  all  general  correspondence  addressed  to  the  Department. 

Applications  for  registration  certificates  and  for  operator's  licenses 
which  have  been  approved  by  the  Division  of  Engineering  and  Inspection  are  received, 
over  the  counter,  in  the  Information  Section  and,  by  mail,  in  the  Checker's  Section. 
The  former  applications  are  checked  to  determine  whether  a  vehicle  has  previously 
been  sold  as  junk  or  whether  its  owner  is  delinquent  in  the  payment  of  local 
property  taxes.  Similarly,  files  are  checked  to  determine  if  a  license  applicant 
is  under  suspension  by  the  Division  of  Operator  Control.  If  none  of  these  facts 
is  found,  the  applications  are  approved  and  referred  to  the  Cashier  Section,  where 
registration  certificates  and  operator's  licenses  are  issued  and  fees  collected. 

At  the  end  of  each  day  accumulated  applications  and  fees  are  given  to  the 
Bookkeepers  Section  where  cash  receipts  are  audited.  The  Bookkeepers  Section 
receives  and  accounts  for  all  funds  collected  by  the  Department  and  makes  a  daily 
delivery  of  cash  and  accounts  to  the  State  Treasury. 

The  final  step  in  the  processing  of  applications  is  performed  by  the  Fila 
Section.   Here  duplicate  file  cards  are  made  for  each  approved  application  and  filed 
in  the  Division's  complete  files.  An  added  function  of  the  File  Section  is  the 
operation  of  a  teletype  machine  to  supply  the  State  and  Hartford  police?  with  infor- 
mation about  registrations  and  licenses  as  it  is  requested. 

The  Division's  Classification  Section  receives  data  from  manufacturers 
relating  to  the  carrying  capacity  and  weight  of  their  vehicles  and  prepares  regis- 
tration fee  schedules  used  in  the  processing  of  registration  applications.  Simi- 
larly, the  Delinquent  Tax  Section  receives  reports  from  local  tax  collectors  of 
owners  delinquent  in  the  payment  of  local  property  taxes  on  their  motor  vehicles. 
This  information  is  supplied  daily  to  all  registration  offices. 
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The  remaining  two  sections  of  the  Division  of  Registry  are  the 
Addressograph  Section  and  the  Change  of  Address  Section.  The  former  prepares  and 
maintains  embossed  metal  plates  from  which  registration  certificates  are  printed 
annually  for  distribution  to  owners  by  mail.  The  latter  section  receives  change 
of  address  notices  from  operators  and  motor  vehicle  owners  and  alters  existing  file 
cards  accordingly. 

During  fiscal  year  1949,   682,224  motor  vehicle  registration  certificates 
of  all  kinds  were  issued  for  fees  totaling  $7, 113, 570.98.  During  the  same  year 
793,616  operator's  licenses  of  all  classes  were  issued  for  fees  totaling 
$2,380,848.00. 

The  Division  of  Operator  Control . 

The  majority  of  Connecticut  drivers  have  no  further  contact  with  the 
Motor  Vehicle  Department  than  that  involved  in  taking  the  operator's  examination 
and  renewing  annually  their  licenses.  The  Division  of  Operator  Control,  however, 
has  the  records  of  all  motor  vehicle  operators  under  continuing  surveillance  for 
possible  infraction  of  the  motor  vehicle  laws.  Operators  guilty  of  violations  are 
subject  to  disciplinary  action  by  the  Division. 

The  Division  maintains  records  of  accidents,  arrests,  warnings  and  com- 
plaints; it  holds  conferences  with  individual  operators;  it  holds  hearings;  and  it 
suspends,  revokes  and  reinstates  licenses ., 

The  Division  is  composed  of  a  Complaint  Section  and  Driver  Clinic,  an 
Accident  Section,  a  Suspension  Section  with  a  Court  Records  Sub-Section,  a 
Financial  Responsibility  Section  and  a  Copy  Record  Sub-Section.  A  total  staff  of 
78  personnel  is  under  the  direction  of  the  Division  Chief. 

Complaint  Section  and  Driver  Clinic.  The  "control"  functions  of  the 
Division  are  brought  into  play  most  frequently  by  the  Complaint  Section  in  the 
operation  of  its  Driver  Clinic,  an  activity  recently  undertaken  to  identify 
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potentially  dangerous  drivers  before  they  become  involved  in  serious  accidents. 

The  Section  receives  copies  of  warnings  issued  to  operators  by  state  and 
local  police.   It  also  receives  complaints  from  motor  vehicle  authorities  of  other 
states  and  from  the  general  public,  the  latter  of  which  are  not  credited  unless 
investigated  by  Department  inspectors.  Warnings  are  classified  according  to  type 
of  offense.   Those  issued  for  "moving"  violations,  i.e.  violations  which  might  have 
caused  an  accident,  are  given  a  rating  of  from  1  to  10  points,  depending  on  their 
type  and  seriousness.   These  scores  are  noted  on  a  card  prepared  for  the  offending 
operator  which  is,  in  turn,  entered  in  a  Master  File  maintained  in  the  Suspension 
Section. 

When  an  operator  accumulates  a  score  of  three  points  a  warning  letter  is 
sent  to  him.   If  his  score  increases  to  five  points  he  is  required  to  have  a  con- 
ference with  a  motor  vehicle  inspector.  The  cases  of  operators  accumulating  a  score 
of  six  or  more  points  are  referred  to  the  Hearing  Section  for  disciplinary  action. 

Sixty-two  thousand  seven  hundred  and  four  complaints  and  warnings  were 
received  and  processed  by  the  Complaint  Section  during  fiscal  year  194-9.  The 
Section  held  1,115  informal  conferences  with  offenders,  composed  6,226  warning 
letters  and  scheduled  1,732  formal  hearings. 

Accident  Section,  The  Accident  Section  receives  and  analyzes  accident 
reports  which  the  law  (Sec. 24-53)  requires  all  operators  involved  in  traffic  acci- 
dents resulting  in  personal  injury  or  property  damage  in  excess  of  $25  to  file  with 
the  Department. 

As  reports  are  received  individual  case  files  are  prepared.  Each  acci- 
dent file  is  analyzed  to  determine  which  operator  was  at  fault.  This  information 
is  entered  on  the  Master  File.  The  files  are  then  screened  for  evidence  of  con- 
tributory causes  such  as  faulty  street  lighting,  insufficient  traffic  signals  or 
dangerous  grading.  When  such  evidence  is  found  the  State  Traffic  Commission  and/or 
the  Highway  Department  are  notified. 
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Accidents  resulting  in  fatalities  are  brought  to  the  immediate  attention 
of  the  Suspension  Section  where  automatic  suspension  of  all  involved  operators  is 
invoked  pending  investigation. 

In  fiscal  year  194-9  there  were  28,518  accidents  reported  to  the  Accident 
Section,  in  which  232  persons  were  killed  and  11,719  injured,  and  in  which  property- 
damage  t->  the  extent  of  $5, 384, 471  was  involved. 

Suspension  Section  and  Court  Records  Sub-Section.  The  majority  of 
violations  of  the  motor  vehicle  laws  and  regulations  calling  for  suspension  or 
revocation  of  registrations  of  licenses  (Sec.  24-56)  come  to  the  attention  of  the 
Suspension  Section  from  the  courts  with  the  Court  Records  Sub-Section  in  the  form 
of  abstracts  reporting  arrests,  charges  and  convictions.  A  few  are  first  reported 
by  state  and  local  police  and  the  Section  takes  suspension  action  in  some  cases 
upon  notification  from  other  sections  in  the  Division  of  Operator  Control. 

Individual  case  files  are  prepared  by  the  Court  Records  Sub-Section  for 
each  court  abstract  received  photostatic  copies  of  the  abstracts  are  made  and 
entered  in  the  Master  File  from  which  is  abstracted  the  record,  if  any,  of  past 
violations  to  be  included  in  the  case  file.  The  individual  case  files  are  then 
reviewed  by  personnel  of  the  Suspension  Section  to  determine  whether  suspension 
action  is  to  be  taken.  Suspension  action  may  be  taken  or  waived  on  the  recom- 
mendation of  the  court  or  it  may  be  taken  independent  of  the  court's  recommendation 
on  the  basis  of  the  particular  violation  of  the  operator's  history  of  past  offenses. 
Personnel  of  the  Section  are  guided  by  a  schedule  of  offenses  matched  with 
suspension  penalties  as  required  by  law  and  other  offenses,  for  which  the  law  lists 
n©  suspension  action,  matched  with  penalties  provided  by  the  Commissioners 
regulations. 

Notice  of  suspension  is  sent  the  suspended  operator  by  the  Chief  of 
Police  (or  Selectman  of  the  Town)  in  which  the  operator  lives  and  the  nearest 
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State  Police  Barracks.  If  the  offense  for  which  the  license  was  suspended  is  one 
requiring  the  operator  to  file  proof  of  financial  responsibility  before  suspension 
may  be  removed,  the  operator  is  so  notified  by  mail  and  copy  of  the  letter  is  sent 
to  the  Financial  Responsibility  Section  in  this  Division.  Notice  of  Suspensions 
is  also  sent  to  the  eleven  registration  offices  maintained  by  the  Division  of 
Registry  to  insure  that  new  licenses  are  not  issued  to  suspended  operators. 

The  procedure  for  the  removal  of  suspension  which  has  been  invoked  for  a 
definite  period  of  time  varies  with  the  nature  of  the  violation  occasioning  sus- 
pension. Operators  suspended  for  responsibility  in  a  fatal  accident  or  for 
operation  of  a  motor  vehicle  while  intoxicated  must  request  hearings  to  consider 
removal  of  suspension  and  the  Suspension  Section  does  not  terminate  suspension 
until  directed  to  do  so  by  the  Hearing  Section.   In  all  other  cases  licenses  are 
reinstate  S  automatically  at  the  termination  of  the  suspension  period. 

During  the  fiscal  year  194-9  there  were  10,352  operator's  licenses 
suspended  for  all  causes. 

Financial  Responsibility  Section.  The  law  (Sec.  24-57)  requires  motor 
vehicle  operators  guilty  of  any  of  fifteen  specified  violations  to  file  with  the 
Department  proof  of  financial  responsibility  in  the  amount  of  $20,000  for  personal 
injury  and  $1,000  for  property  damage  for  a  period  of  three  years.   It  is  also 
promised  that  the  Commissioner  may  waive  the  requirement  in  the  case  of  four  of 
these  violations  and  that  a  hearing  may  be  granted  to  consider  waiver  of  the 
requirements  at  the  end  of  one  year.   In  addition  the  Commissioner  is  authorized 
to  require  the  filing  of  proof  of  financial  responsibility  at  his  discretion 
(Public  Act  No.  232,  effective  October  1,  1949). 

The  section  institutes  action  requiring  operators  to  file  proof  of 
financial  responsibility  on  the  basis  of  information  culled  from  court  abstracts; 
of  notification  from  the  Suspension  Section  that  it  has  directed  operators  to  file; 


-  19  -  Page  108 

and  notification  from  the  Hearing  Section  that  operators  should  be  directed  to 
file. 

Procedure:  Notices  are  sent  to  all  persons  thus  required  to  file  proof 
of  financial  responsibility  except  those  previously  notified  by  the  Suspension 
Section.  When  an  operator  has  negotiated  an  insurance  policy,  his  insurance 
company  submits  to  the  Financial  Responsibility  Section  a  "Financial  Responsibility 
Insurance  Certificate"  so  showing.  The  Section  then  prepares  a  license  limited  to 
the  operation  of  the  insured  motor  vehicle  which  is  sent  to  the  Suspension  Section. 
Here  the  information  is  recorded  on  the  Suspension  Section's  Master  File  and  the 
limited  license  is  sent  to  the  operator.  The  law  prohibits  insurance  companies 
from  cancelling  any  motor  vehicle  liability  policy  except  after  having  given  ten 
days  written  notice  to  the  Commissioner  of  Motor  Vehicles.  Upon  receipt  of  such 
notice  within  the  three  year  period  that  proof  of  financial  responsibility  is 
required,  or  upon  non-receipt  of  proof  of  original  filing,  the  Section  notifies 
the  Suspension  Section  to  take  suspension  action. 

During  fiscal  year  194-9,  there  were  4,757  motor  vehicle  operators 
who  were  required  to  file  proof  of  financial  responsibility. 

Hearing  Section.  The  Hearing  Section  conducts  all  divisional  hearings 
as  authorized  by  law  or  required  by  regulations  of  the  Commissioner.  Hearings  are 
scheduled  by  the  Headquarters  Office  and  held  in  Hartford  and  the  ten  Branch 
fffices  of  the  Division  of  Registry  by  four  motor  vehicle  hearings  officers. 

Hearings  must  be  held  at  the  expiration  of  the  period  of  suspension 
invoked  for  responsibility  in  a  fatal  accident  or  for  drunken  driving  and  others 
are  held  at  the  request  of  operators  petitioning  early  termination  of  suspension. 
They  are  also  held  to  determine  whether  suspension  or  other  disciplinary  action 
will  be  taken  against  offending  operators  reported  by  the  Complaint  Section  and  by 
motor  vehicle  authorities  of  other  states. 
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Hearings  are  held  by  an  individual  hearings  officer  who  is  supplied  in 
each  case  with  a  complete  record  of  the  driving  history  of  the  offending  operator. 
Notice  of  the  disposition  of  a  case  is  sent  to  appropriate  Sections  within  the 
Division. 

A  total  of  6,4-62  hearings  were  conducted  by  the  Hearing  Section  during 
fiscal  year  194-9. 

Copy  Record  Sub-Section,  The  Copy  Record  Sub-Section  is  responsible 
for  supplying  information  from  all  Sections  and  Divisions  of  the  Department  to 
outside  individuals,  governmental  agencies  and  private  organizations  upon  request. 
Usually,  records  are  requested  by  operators,  insurance  companies  and  attorneys  for 
use  in  the  settlement  of  claims  or  court  cases  arising  from  accidents.  But 
information  is  also  supplied  to  state  and  local  police  and  to  the  U.  S.  Federal 
Bureau  of  Investigation  and  the  U.  S.  Bureau  of  Internal  Revenue.  A  charge  of 
fl.00  per  plain  copy  and  $1.50  per  certified  copy  is  made  for  all  information 
thus  supplied. 

Procedure:  Letters  requesting  information  which  are  received  by  the 
Copy  Record  Sub-Section  are  referred  to  the  appropriate  departmental  unit.  There, 
photostatic  copies  of  the  information  requested  are  made  and  returned  to  the 
Copy  Record  Sub-Section  with  the  original  request.  Bills  are  then  prepared  and 
mailed  with  the  requested  information.  The  Sub-Section  also  prepares  daily  two 
cash  sheets  detailing  each  day's  cash  receipts.   One  is  for  the  Record  Section  of 
the  Division  of  Engineering  and  Inspection  and  the  other  is  for  the  Billing 
Section  of  the  Division  of  Registry  which  also  receives  daily  cash  receipts  for 
transmittal  to  the  Ftate  Treasurer. 

A  total  of  I1 19,404-.  00  was  collected  by  the  Sub-Section  during  fiscal 
year  1949. 
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Division  of  Administration. 

The  Division  of  Administration  has  a  total  staff  of  33  personnel  under 
the  direction  of  a  Division  Chief.  It  is  composed  of  the  Payroll  and  Purchasing 
Section,  the  Out-Going  Mail  Section,  the  Statistical  Section,  and  the  Gasoline  Tax 
Section. 

Payroll  and  Purchasing  Section.  The  Payroll  and  Purchasing  Section  is 
responsible  for  the  preparation  of  budget  estimates;  the  disbursement  of  depart- 
mental funds;  the  purchasing  of  all  supplies  and  materials;  and  the  hiring  of 
personnel  and  maintenance  of  personnel  records.   In  addition  the  Section  negotiates 
fire,  theft,  burglary,  fidelity  and  automobile  insurance  policies  for  the  Depart- 
ment as  a  whole. 

Out-going  Mail  Section.  The  actual  mailing  of  all  out-going  departmental 
correspondence  is  handled  by  this  Section.   In  addition  the  Section  is  responsible 
for  the  receipt  and  distribution  of  all  supplies  and  materials  ordered  by  the  Pay- 
roll and  Purchasing  Section  and  it  prints  and  distributes  all  departmental  forms. 

Statistical  Section.  The  Statistical  Section  compiles  information  relate 
ing  to  accidents  from  material  furnished  by  the  Sections  within  the  Division  of 
Operator  Control.  Statistical  summaries  of  accidents  classified  by  type  and  l»y 
cause  are  made  available  to  a  variety  of  organizations  throughout  the  nation  con- 
cerned with  problems  of  accident  prevention.  Among  such  organizations  are  the 
Street  and  Traffic  Safety  Lighting  Bureau,  Cleveland,  Ohio;  the  National  Safety 
Council,  Chicago,  Illinois;  the  Automotive  Safety  Foundation,  Washington,  D.C.; 
and  the  American  Mutual  Liability  Insurance  Company,  Boston,  Massachusetts. 

In  addition,  analyses  of  various  sorts  are  made  of  this  information  for 
the  use  of  the  State  Highway  Commission  and  the  State  Traffic  Commission  whose 
memberships  include  representatives  of  all  state  agencies  engaged  in  safety 
activities. 
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The  Gasoline  Tax  Section.  The  Gasoline  Tax  Section  of  the  Division  of 
Administration  supervises  the  collection  of  a  four  cent  per  gallon  tax  on  gasoline 
and  special  fuels,  such  as  diesel  oil  and  kerosene.,  consumed  by  internal  combus- 
tion machines.  This  activity,  which  bears  no  relation  to  the  Department's  central 
function  of  regulating  traffic  on  the  highways  in  the  interest  of  public  safety, 
constitutes  one  of  the  largest  financial  operations  of  the  State.   During  fiscal 
year  1949  total  gasoline  tax  recaipts  and  special  fuel  tax  receipts  were 
respectively,  $17,704,237.46  and  $140,251.46. 

The  law  requires  the  licensing,  for  which  there  is  no  fee,  and  bonding 
of  all  distributors  (Sec.  2550)  of  motor  fuels  and  the  collection  of  the  tax  on 
all  fuels  consumed  by  vehicles  operating  on  state  highways,  except  those  owned  by 
the  Federal  government  (Sec.  2552).   Collection  of  the  tax,  however,  is  made  on 
sales  of  all  fuels  usable  in  motor  vehicles,  with  the  exception  of  fuels  sold  the 
United  States  by  distributors  (Sec.  2552);  fuels  sold  one  distributor  by  another 
(Sec.  2552);  aviation  gasoline  (Public  Act  No.  120,  effective  October  1,  1949); 
and  industrial  naphtha  and  solvents  sold  firms  holding  a  Certificate  of  Exemption. 
Refunds,  which  are  processed  by  the  Division  of  Dealers  and  Repairers,  are  allowed 
for  tax  payments  made  on  fuels  ultimately  used  for  non-highway  purposes. 

Distributors  selling  gasoline  to  retail  dealers  are  required  to  collect 
the  tax  at  the  time  of  payment.  Monthly  reports  of  the  volume  of  gasoline  sales 
are  filed  by  distributors  with  the  Gasoline  Tax  Section  and  coincident  with  such 
filing,  payment  of  all  gasoline  taxes  collected  is  made. 

In  the  case  of  the  special  fuel  tax,  it  is  the  user  who  must  get  a  yearly 
license  from  the  Gasoline  Tax  Section  and  who  must  make  monthly  self-assessing 
returns  to  it  for  the  previous  month's  purchases,  instead  of  sales,  with  accompany- 
ing remittance  to  cover  them.  The  Section  has,  however,  made  arrangements  with 
nine  sellers  of  special  fuels  for  them  to  collect  the  tax  from  unlicensed  users, 
as  sanctioned  now  by  Public  Act  203,  effective  October  1,  1949. 
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In  both  cases  monthly  reports  are  also  filed  with  the  Section  >y  whole- 
sale buyers  of  taxable  fuels.  In  the  case  of  a  gasoline  sale,  the  purchasing 
dealer  as  well  as  the  vending  distributor  files  monthly  reports  with  the  Section 
and  users  of  special  fuels  are  also  required  to  file  monthly  reports.  As  the 
sales  reports  and  payments  are  received  they  are  checked  against  each  other  for 
mathematical  accuracy  and  the  funds  are  sent  to  the  Bookkeepers  Section. 

A  further  check  on  the  sale  of  taxable  fuels  is  made  by  three  teams  of 
two  examiners — an  auditor  end  an  assistant — who  examine  the  books  and  inventories 
once  in  six  months  of  every  distributor  selling  in  Connecticut. 

An  added  function  of  the  Section  is  enforcement  of  the  law  relating  to 
the  quality  and  labeling  of  motor  lubricating  oils  (Public  Act  No.  71,  effective 
October  1,  194-9).  No  filtered  or  reclaimed  crsnkcase  oil  may  be  sold  as  a  lubri- 
cant without  being  appropriately  labelled  as  reclaimed  oil. 

Division  of  Dealers  and  Repairers. 

The  Division  of  Dealers  and  Repairers  has  a  staff  of  16  employees 
headed  by  the  Division  Chief.  Its  main  function  is  the  administration  of  the 
dealers  and  repairers  law  (Sec.  2391 — 2^05)  which  requires  the  inspection  and 
annual  licensing  of  new  and  used  car  dealers'  establishments,  gasoline  service 
and  repair  stations,  and  automobile  junk  yards.  A  secondary,  and  unrelated  set 
of  activities  of  the  Division  is  the  receipt,  investigation  and  approval  or  dis- 
approval of  applications  for  refund  of  taxes  paid  on  fuels  not  used  by  motor 
vehicles  operating  on  state  highways, 

The  Division  has  no  sectional  organization  and  these  two  sets  of 
activities  are  performed  by  the  same  personnel. 

Dealers  and  Repairers  Law.  Prospective  new  and  used  car  dealers, 
operators  of  gasoline  service  and  repair  stations,  and  automobile  junk  yards  are 
required,  prior  to  submission  of  an  application  for  license  to  operate,  to  obtain 
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and  present  to  the  Division  a  certificate  from  the  authorities  of  the  local 
governmental  unit,  within  which  the  establishment  is  to  be  operated,  approving  the 
location  of  the  proposed  establishment  (Sec.  2394- )*  When  the  certificate  of 
approval  has  been  obtained,  as  prescribed  by  law  (Sec.  2395-2396),  applicants 
then  file  with  the  Division  of  Dealers  and  Repairers  a  separate  application  for  a 
license  to  engage  in  the  particular  business  in  each  proposed  place  of  business 
to  be  conducted  by  him.  Fflch  application  must  be  accompanied  by  a  blue-print 
showing  property  lines,  adjoining  property,  highway  lines  and  layout  of  proposed 
buildings  and  a  permit  from  the  Highway  Department  approving  layout  of  driveways 
and  drainage  gutters,  if  the  proposed  location  borders  on  a  state  highway.  If  the 
application  is  for  a  new  car  dealer's  establishment,  it  must  also  be  accompanied 
by  a  letter  from  the  manufacturer  certifying  applicant  is  an  approved  dealer; 
applications  for  used  car  dealer,  gasoline  service  and  repairers  establishments 
must  be  submitted  with  two  character  references  and  two  credit  references. 
Finally,  evidence  must  be  submitted  in  all  cases  that  certain  requirements  pre- 
scribed by  the  Division  as  to  type  and  quantity  of  tools  and  competence  of 
mechanics  will  be  met. 

I'hen  the  completed  application  is  received  by  the  Division  and  an 
inspection  fee  of  $25  has  been  paid  by  the  applicant,  an  examination  of  the  pro- 
posed location  is  made  by  one  of  eight  field  inspectors.   If  the  location  meets 
the  prescribed  requirements  the  application  is  approved  and  a  license  is  issued 
upon  payment  of  a  license  fee.  Fees,  set  by  law  (Sec.  2392),  are: 

New  car  dealer's  license $20.00 

Used  car  dealer's  license 15.00 

Automobile  junk  dealer, 10.00 

Repaieer's  station 10.00 

Gasoline  station .- 10. 00 

Each  establishment  is  inspected  twice  a  year  and  field  inspectors 

investigate  complaints  of  faulty  workmanship  or  over-charging  received  from  the 

public.  A  few  stations  have  in  the  past  had  their  licenses  revoked  wh.en  invest!- 
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gation  showed  that  dealers  or  repairers  had  defrauded  the  public.   In  recent 
years  the  Division  has  found  that  the  presence  of  inspectors  in  the  field  has 
discouraged  such  practices  and  no  licenses  have  been  revoked. 

During  fiscal  year  1949  there  were  issued  781  new  car  dealer  and  1351 
used  car  dealer  registrations.   In  addition  1587  gasoline  and  repairers  stations 
were  registered.  Total  receipts  of  the  Division  amounted  to  $164,816.28. 

Refund  of  Fuel  Taxes.  Refund  of  taxes  paid  on  fuels  ultimately  con- 
sumed for  non-highway  purposes,  such  as  by  farm  vehicles,  pumps,  construction 
equipment  and  motor  boats,  are  authorized  or  disallowed  by  this  Division. 
Claimants  must  submit  refund  applications  to  the  Division,  within  ninety  days  of 
the  purchase  of  the  non-taxable  fuels,  supported  by  original  invoices  or  sales 
receipts  showing  the  tax  was  paid.   The  application  form  includes  entries  for 
date  and  amount  of  purchase;  kind  of  fuel;  description  of  motor  equipment  and 
horsepower;  and  total  hours  of  operation.   The  majority  of  refund  claimants  sub- 
mit applications  each  month.  These  persons  are  required  to  keep  and  maintain  for 
a  period  of  three  years  records  of  the  daily  operation  of  all  equipment  including 
hours  operated,  fuel  consumed  and  speedometer  readings.  Field  inspectors  of  the 
Division  periodically  examine  these  records  and  report  any  apparent  discrepancies 
to  the  Division  Chief. 

When  the  first  application  of  a  new  claimant  is  received,  an  inspector 
pays  the  applicant  a  visit  to  determine  what  evidence  if  any  there  is  to  support 
his  claim  and  also  to  instruct  him  in  the  maintenance  of  records  for  future 
operation. 

If,  upon  investigation,  it  is  found  or  suggested  that  any  portion  of  the 
fuel  for  which  tax  refund  is  claimed,  was  used  for  taxable  purposes,  the  entire 
claim  is  rejected. 

Approved  applications  are  forwarded  to  the  State  Treasurer  where  refund 
payments  are  made. 
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During  fiscal  year  194-9,  $288,568.08  were  authorized  by  the  Division  to 
be  refunded  and  claims  to  the  extent  of  $3,157.88  were  rejected. 

C.  Recoirmendations 


The  Department  of  Motor  Vehicles  is  similar  in  purpose  and  function  to 
a  number  of  state  agencies.   It  is  also  similar  in  methods  of  operation  and 
activities  to  most  of  them:  the  State  Police  Department,  the  Military  Department, 
the  Liquor  Control  Commissioner,  the  State  Athletic  Commissioner,  and  the  (regu- 
latory activities  of  the)  Department  of  Aeronautics. 

Their  primary  (although  not  exclusive)  concern  is  with  safety — the 
safety  of  individuals  and  the  safety  of  the  public.  They  promulgate  rules  and 
regulations;  they  supervise  and  inspect;  they  license;  they  conduct  investigations; 
and  they  apprehend  and  discipline  offenders.  With  the  exception  of  the  Motor 
Vehicle  Department  and  the  State  Police  Department,  which  are  both  represented 
on  the  State  Traffic  Commission  and  cooperate  in  the  work  of  the  Highway  Safety 
Commission,  however,  few  are  associated,  formally  or  informally,  to  the  extent 
warranted  by  the  similarity  of  their  objectives  and  activities.   Cooperation  in 
the  administration  of  joint  or  closely  related  activities  has  varied  with  changes 
in  leadership  and  there  has  been  no  continuing  leadership  in  dealing  with  safety 
problems  as  a  whole.  Moreover,  there  has  been  little  or  no  interchange  of  infor- 
mation in  the  development  of  procedures  and  techniques  common  to  all  these 
agencies  and  operating  experience  has  not  been  quickly  or  fully  exploited. 

Possible  Courses  of  Action. 

1.  The  Motor  Vehicle  Department  might  remain  as  it  is  presently  con- 
stituted and  organized. 

2.  The  Motor  Vehicle  Department  and  the  regulatory  activities  of  the 
Department  of  Aeronautics  could  be  consolidated  in  a  new  Department  of  Motor 
Vehicles  and  Aeronautics. 
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3.  The  third  course  of  action  is  to  go  a  step  further  and  to  make  the 
Department  of  Motor  Vehicles  and  Aeronautics  a  part  of  the  Secretariate  for 
Public  Safety  (as  recommended  in  Part  I  of  this  report)  which  would  include  also 
the  State  Police  Department,  the  Liquor  Control  Commission,  the  Military  Depart- 
ment and  the  State  Athletic  Commissioner. 

Comments : 

1.  The  first  measure  is  unsatisfactory  because  jt  fails  to  resolve 
issues  posed  by  the  present  organization. 

2.  The  second  course  of  action  would  probably  reduce  the  cost  to  the 
state  of  activities  now  performed  by  the  Department  of  Aeronautics.   It  has  the 
additional  advantage  of  promising  future  savings  through  the  immediate  application 
of  operating  efficiencies,  as  they  are  developed,  over  a  wider  range  of  activities 
than  at  present.  This  plan,  however,  falls  short  of  the  full  benefits  which  are 
possible  through  making  a  combined  Department  of  Motor  Vehicles  and  Aeronautics 

a  part  of  a  larger  organization. 

3.  The  third  course  of  action  is  best  designed  to  assure  the  full 
achievement  of  objectives  at  less  cost  to  the  state  than  is  now  incurred  in  the 
separate  administration  of  the  many  activities  in  the  field  of  public  safety. 
Such  an  organization  would  provide  for  a  continuing  supervision  (which  is  now 
lacking)  of  agencies  performing  related  activities;  it  would  insure  systematic 
cooperation  among  agencies  Bhere  cooperation  has  at  times  been  spasmodic  or 
casual;  it  would  facilitate  the  interchange  of  operating  efficiencies  in  the 
development  of  procedures  and  techniques;  it  would  make  possible  a  more  economi- 
cal allocation  of  personnel  to  intermittent  and  seasonal  activities;  and  it  would 
prepare  the  way  for  possible  further  improvements  in  administration. 
Recommendations  —  It  is  therefore  recommended  that: 

1.  Tne  regulative  activities  of  the  Department  of  Aeronautics  be 
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absorbed  in  a  nev  combined  Department  ©f  Metor  Vehicles  and  Aeronautics  in  the 
Secretariate  for  Public  Safety, 

2.  "he   registration  of  aircraft  and  the  licensing  of  airmen  be  assigned 
to  the  Division  of  Registry  within  the  new  department;  the  inspection  of  airports 
be  assigned  to  the  Division  of  Dealers  and  Repairers;  and  the  investigation  of 
aircraft  accidents  be  assigned  to  the  Division  of  Fngineering  and  Inspection, 

3.  Ictivities  of  the  Gasoline  Tax  Section  of  the  Division  of  Adminis- 
tration in  the  present  Kotor  Vehicle  Department  be  transferred  to  the  State  Tax 
Department.   Supervision  of  the  assessment  and  collection  of  the  gasoline  and 
special  fuels  taxes  is  a  phase  of  tax  administration  essentially  like  that  of 
other  state  excise  tax  administration  and  is  not  related  to  other  activities  of 
the  present  Motor  Vehicle  Department. 

4.  The  law  requiring  the  property  of  all  accidents  resulting  in  personal 
injury  or  property  damage  in  excess  of  $25  be  amended  to  increase  that  sum  to  $50 
and  to  require  reporting  of  only  those  accidents  occurring  on  public  roads.  Such 
an  amendment  would  have  the  effect  of  reducing  considerably  the  work  of  the 
Division  of  Operator  Control  without  affecting  the  full  performance  of  its  safety 
activities. 

5.  Finally,  the  responsible  department  head  consider  the  desirability 

of  an  internal  reorganization  to  effect  the  transfer  of  non-engineering  activities 
now  performed  by  the  Division  of  Engineering  and  Inspection  to  the  Division  of 
Administration.   These  activities  include  the  negotiation  of  reciprocal  agreement e 
with  other  states  and  nations;  the  compilation  of  departments;]  st^+.3ptdcs;  the 
preparation  of  legislative  information  bulletins;  and  the  filing  of  the  Com- 
missioner's rules  and  regulations. 
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DEPARTMENT  OF  AERONAUTICS 
DATA 


Established  May  23,  194-6 

Aeronautics  Commission  of  seven  members:  Adjutant-General  designated  by  statute 
as  member,  ex  officio.  Other  members  appointed  for 
staggered  terms  by  Governor  (without  Senate  approval). 

Tenure :  Each  member  except  the  Adjutant-General  is  appointed  for  a  term  of  four 
years  and  until  a  successor  is  appointed  and  has  qualified. 

Salary:  All  members  serve  without  compensation. 

Director  and  Assistant  Director  of  Aeronautics 

Mode  of  Appointment:  by  Commission. 

Statutory  Qualifications  for  Appointment:  knowledge  and  practical  experience 
in  field  of  aeronautics. 

Tenure:  Serve  at  pleasure  of  the  Commission. 

Salaries:  Director  $6,740;  and  Assistant  Director  ? 5, 74.0. 
Personnel:  89  salaried  employees  as  of  November  22,  1949. 
Appropriation  for  1949-1950:  $450,223. 

Illustrations 


For  illustrations  of  activity  of  the  Department  of  Aeronautics,  see: 

1.  Pp.  10-15  for  regulatory  activities  of  the  Department. 

2.  Pp.  16  -  22  for  operation  of  State  airports. 

3.  Pp.  22  -  23  for  comments  on  successful  phases  of  Department's  operations, 

4.  Pp.  23  -  24  for  comments  on  weaknesses  of  the  Department's  operations. 
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DEPARTMENT  OF  AERONAUTICS 
A,  History  and  Background 

Public  policy  in  the  field  of  aeronautics  has  had  the  dual  purpose  of 
enforcing  high  standards  of  safety  and  of  encouraging  the  growth  of  aviation.  These 
ends,  safety  regulation  and  promotion,  have  been  sought  by  both  State  and  Federal 
governments. 

The  first  lav  regulating  aeronautics  in  the  United  States  was  passed  by 
the  Connecticut  legislature  in  1911,  and  was  entitled  "An  Act  Concerning  the  Regis- 
tration, Numbering  and  Use  of  Airships  and  the  Licensing  of  Operators  Thereof." 
In  successive  years  similar  laws  were  passed  by  other  States  and  in  1927  Connecticut 
again  took  the  lead  in  creating  a  Department  of  Aeronautics,  the  first  independent 
State  agency  of  its  kind. 

In  the  meantime,  passage  of  the  Air  Mail  Act  (44  Stat.  692)  and  the  Air 
Commerce  Act  (44  Stat.  1113)  by  Congress  in  1926  had  already  launched  the  Federal 
government  in  its  efforts  to  promote  and  police  aeronautics.   From  that  time  to  the 
present  there  has  been  a  parallel  growth  of  safety  and  promotional  activities  on 
the  State  and  Federal  levels,  with  leadership  being  exerted  by  the  Federal  agencies. 

This  arrangement  of  dual  regulatory  activity  by  State  and  Federal  agen- 
cies, as  opposed  to  promotional  activity,  has  been  questioned  from  the  earliest 
days  of  aeronautics  law  by  those  who  thought  the  nature  of  the  industry  made  a 
single  all  inclusive  Federal  law  desirable  and  was  at  one  time  nearly  replaced  by 
a  system  of  Federal  control  alone. 


*  A  Federal  aviation  commission  reporting  to  the  President  in  1935  recommended  a 
constitutional  amendment  giving  the  Federal  government  exclusive  control  of  all 
civil  aviation  if  the  States  continued  to  fail  to  regulate  non-commercial  and  intra- 
state operators;  bills  were  introduced  in  Congress  declaring  aviation  a  matter  of 
special  national  interest  and  prohibiting  State  regulation  and  the  aviation  com- 
mittees of  The  National  Association  of  Commissioners  on  Uniform  State  Laws  and  The 
American  Bar  Association  both  with  a  history  of  some  influence  in  the  matter  came 
to  the  conclusion  that  State  legislation  was  not  desirable.  Finally,  on  Dec.  1, 
1941,  an  amendment  of  the  Civil  Aeronautics  Authority's  Civil  Air  Regulations, 

(Continued  next  page) 
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Until  1926,  however,  regulation  fell  to  the  individual  states  by- 
default,  and  continued  as  a  State  function  after  passage  of  the  Air  Commerce  Act 
which  regulated  only  aircraft  and  airmen  operating  in  interstate  commerce.  Regu- 
lation has  been  continued  by  most  States  since  assumption  by  the  Federal  govern- 
ment  in  194-1   of  comprehensive  authority,  in  order  to  afford  a  greater  measure 
of  protection  to  the  public  than  the  small  staff  of  the  Civil  Aeronautics  Adminis- 
tration  can  guarantee. 

Since  the  conclusion  of  World  War  II,  there  has  been  increasing  regula- 
tory activity  by  the  States.   In  order  of  importance  this  growth  probably  reflects 
first,  an  increasing  interest  in  the  promotion  of  State  and  local  airports,  and 
second,  a  need  for  additional  safety  regulation. 

Connecticut  continues  to  be  among  the  most  active  of  States  in  the  field 
as  the  following  tables  show,  both  in  the  number  of  functions  performed  and  in  the 
volume  of  expenditures. 

*  (Cont'd,  from  previous  page) 

(U.  S.  Civil  Aeronautics  Regulations,  Sec.  60.30,  60.31,  as  amended, 
No.  135,  effective  Dec.  1,  1941) 

which  had  previously  interpreted  the  Civil  Aeronautics  Act  of  1938  as  limiting 
Federal  Authority  over  aircraft  and  airmen  to  those  operating  in  interstate  «om- 
merce,  required  Federal  certification  of  all  aircraft  and  airmen,  other  than 
foreign,  as  well  as  the  promulgation  of  minimum  standards  of  safety  in  the  pro- 
duction and  maintenance  of  airplane  parts,  and  the  regulation  of  airports  and 
aviation  schools  anywhere  in  the  United  States. 

**  On  December  1,  194-1,  an  amendment  of  the  CAA's  Civil  Air  Regulations  required 
Federal  certification  of  all  aircraft  and  airmen,  other  than  foreign  as  well  as 
the  regulation  of  airports  and  aviation  schools  anywhere  in  the  U.  S. 

***  See  Dinu,  "State  Aviation  Officials,  Duties  and  Activities,"  14  Journal  of 
Air  Law  and  Commerce.  309,  312   (1947). 
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TABLE  I 


State  Regulations  Pertaining  to  the  Regulation  of  Civil  Aviation 
(From  the  Journal  of  Air  Law  and  Commerce,  Summer,  194-8) 

Aeronautics  Body 

Commission 

Department 

Other 

None 
State  Registration  or  License  Required 

Aircraft 

Airmen 

Air  Schools 

Airports 
Federal  Certification  Required 

Aircraft 

Airmen 

Air  Schools 
Legislation  Governing  Flight 

Low  Altitude  Flight  Prohibition 

Flight  Under  Influence  of  Liquor  Prohibited 

Other  Legislation 

No  Legislation 
Violation  Enforcement 

State  Violation  Enforcement 

Cooperation  with  Federal  Government 

No  Enforcement  Activities  by  Aeronautics  Agency 

Special  Aviation  Police  x  12 

Accident  Investigation 

State  Accident  Investigation  x  24 

Cooperation  with  Federal  Government  x  26 

No  Accident  Investigation  Activities  16 

Fostering  Civil  Aviation 

Operate  and  Maintain  Airports  x  33 

Federal  Airport  Program 

State  Approval  of  Area  For  Local  Airport         x  23 

Mandatory  State  Channelling  of  Federal  Funds      x  21 

Airport  Zoning 

Authorized  x  39 

No  specific  legislation  9 

(1)  (l)  Florida,  Florida  Development  Com,  (7)  Ohio,  Div.  of  Aeronautics 

(2)  Georgia,  State  Highway  Board      (8)  Oregon,  State  Bd.  of  Aeronautics 

(3)  Kansas,  Ind.  Development  Com.     (9)  Penna.,  not  available 

{U)   La.,  Dept.  of  Public  Works       (10 )  R.I.  Dept.  of  Public  Works 

(5)  Mo.  Dept.  of  Resources  &  Devel.   (ll)  Tenn.,  Bureau  of  Aeronautics 

(6)  New  York,  Dept.  of  Commerce      (12)  Va.,  State  Corporation  Com. 

(2)  Arizona  and  Nevada. 


Connecticut 

Other  States 

X 

31 

X 

10 

12  (1) 

2  (2) 

X 

26 

X 

24 

17 

X 

3C 

X 

45 

X 

46 

X 

20 

X 

24 

X 

24 

X 

27 

X 

23 

X 

16 
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B.  Findings 


Duties  and  Powers 


In  addition  to  the  general  powers  given  the  Department  to  supervise  and 
foster  aeronautics  in  the  State  and  to  encourage  the  establishment  of  airports  and 
other  air  navigation  facilities  (Sec.  4785),   the  law  directs  the  Department: 

1.  to  enforce  the  aeronautics  laws  of  the  State  and  all  regulations 

made  pursuant  to  them  (Sec.  4789); 

2.  to  license  annually  airports  and  other  air  navigation  facilities 

within  the  State  (Sec.  4805); 

3.  to  investigate  accidents  involving  aircraft  (Sec.  4820); 

4.  to  remove  obstacles  hazardous  to  aerial  navigation  or  to  the  safe 

use  of  any  airport  (Sec.  4829); 

5.  to  operate  any  airport  owned  or  leased  by  the  State  (Sec.  4817); 

6.  to  act  as  agent  of  political  subdivisions  of  the  State  in  requesting 

or  receiving  Federal  funds  for  aeronautical  purposes  (Sec. 4792). 

The  law  also  authorized  the  Department: 

1.  to  register  annually  the  Federal  license  and  registration  of  all 

airmen  and  aircraft  operating  in  Connecticut  (Sec, 4796); 

2.  to  issue  general  zoning  regulations  governing  areas  adjacent  to  airports. 
Activities  of  the  Department  Currently  Being  Performed . 

The  various  activities  performed  by  the  Department  are  of  two  kinds: 

(1)  regulatory  and  enforcement  activities  pertaining  to  matters  of  safety;  and 

(2)  the  operation  of  two  State  airports — Bradley  Field  at  Windsor  Locks,  and 
Trumbull  Airport  at  Groton. 

!•  Safety  Activities. 

Licensing.  Resident  airmen  and  aircraft  owned  by  residents,  except 
those  operating  in  interstate  or  foreign  commerce,  are  licensed  annually  by  the 
Department  (Sec.  4796).  In  each  case,  the  Department  registers  the  Federal  license 

*  This  and  the  following  citations  refer  to  the  General  Statutes.  Revised,  1949 . 
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and  issues  a  certificate  which  serves  as  the  State  license.  Pilots'  licenses  are 
of  three  kinds:  commercial,  limited  commercial,  and  private.  There  are  six  types 
of  aircraft  registrations:  regular,  transfer,  dealer's,  manufacturer's,  experimen- 
tal, and  temporary. 

Pilots  are  required  to  pass  periodic  medical  examinations  and  an  attempt 
is  made  to  inspect  each  aircraft  once  a  month. 

Licenses  may  be  refused,  suspended  or  revoked  (Sec,  4798)  if  the  pilot 
or  aircraft  does  not  meet  State  requirements  or  if  there  has  not  been  full  compli- 
ance with  the  laws  and  regulations  pertaining  to  flight,  operation  and  maintenance. 
The  law  also  provides  for  appeal  to  the  courts  from  any  decision  of  the  Department 
(Sec.  -4811). 

The  Department  also  approves  and  annually  issues  licenses  for  proposed 
or  existing  airports,  restricted  landing  areas  and  other  air  navigation  facilities 
within  the  State  (Sec.  4.805).  In  this  it  is  guided  by  statutory  standards,  being 
directed  to  take  into  consideration  the  location,  size  and  lay-out  of  the  facility; 
its  relationship  to  state-wide  and  nation-wide  airport  development;  the  nature  of 
surrounding  terrain  and  the  feasibility  of  future  expansion  (Sec.  4.807). 

In  addition,  the  Department  issues  temporary  landing  area  licenses  for 
special  occasions  to  permit  commercial  operations  from  a  temporary  field. 

Investigation  and  Enforcement . 

Accidents  involving  aircraft  are  investigated  by  the  Department  as 
are  all  complaints  received.   In  these  matters,  the  Department  often  works  directly 
with  local  or  state  police  officers  and  agents  of  the  Civil  Aeronautics  Adminis- 
tration in  their  investigations  of  accidents,  and  State  and  Federal  reports  of 
airmen  violating  laws  or  regulations  are  exchanged.  The  director,  assistant 
director  and  inspectors  of  the  Department  have  the  power  to  make  arrests  for  such 
violation  (Sec.  4794). 
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Airmarking  Program . 

The  Department  maintains  and  is  expanding  a  state-wide  network  of 
visual  markers  indicating  the  direction  to  the  nearest  airfield. 
Miscellaneous . 

The  Department  also  supervises  airshows  and  issues  special  permits 
to  photographers  and  crop  dusters  waiving  minimum  altitude  requirements. 
Department  aircraft  patrol  the  Yale  Bowl  and  other  auditoriums  during  public 
gatherings  to  see  that  aircraft  maintain  proper  distance  and  altitude.  They  are 
also  used  in  fighting  forest  fires  5  in  periodic  counting  of  wildlife  by  the  Depart- 
ment of  Fish  and  game ;  in  taking  official  state  pictures ;  and  are  made  available 
to  other  agencies  on  request. 

2 •  Operation  of  State  Airports 

Under  the  authority  of  Section  4.817  of  the  General  Statutes  the 
Commission  operates  two  State  airports;  Bradley  Field  at  Windsor  Locks  and 
Trumbull  Airport  at  Gr^ton. 

Bradley  Field. 

In  1940,  the  State  acquired  a  1600  acre  tract  of  land  in 
Windsor  Locks  for  use  as  a  State  airport.  With  the  coming  of  the  war,  it  was 
leased  to  the  Federal  government,  enlarged  by  the  purchase  of  some  300  additional 
acres,  and  developed  by  the  U.  S.  Army  Air  Forces  at  a  total  cost  of  £'17,000,000. 
In  the  fall  of  194-8,  the  field  was  declared  surplus  by  the  WAA  and  returned  to  the 
State  at  no  cost. 

In  size,  Bradley  Field  ranks  today  with  the  country's  major 
airports.  It  has  almost  four  times  the  area  of  LaGuardia  Field  and  three  times 
that  of  Washington  National.  Only  Idlewild,  Newark  and  Chicago's  Douglas  Field 
are  larger.  The  field  has  three  asphalt  surface  runways  5,000  feet  long  and  3&Q 
feet  wide;  a  main  ramp  area  4,000  by  1,600  feet,  sufficient  to  provide  ten  gate 
positions  for  standing  planes;  a  fully  equipped  control  tower;  hangers;  a  tempo- 
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rary  terminal  building;  approximately  four  miles  of  taxiways;  some  twenty-six 
miles  of  surfaced  roads  and  a  spur  track  connection  with  the  main  line  of  the 
New  York,  New  Haven  and  Hartford  Railroad  two  miles  to  the  east.  In  addition,  it 
is  equipped  with  water  supply  and  sewage  disposal  facilities  sufficient  for  a  city 
of  25,000  people.  Its  approach  zones  are  unusually  free  from  natural  and  man-made 
obstructions  and  local  meteorological  conditions  are  among  the  most  favorable  pre- 
vailing along  the  eastern  seaboard.  Located  thirteen  miles  from  Hartford,  Conn,, 
and  fourteen  miles  from  Springfield,  Mass.,  the  field  is  in  a  position  to  serve 
a  community  with  a  population  of  upwards  of  1,000,000  people. 
Trumbull  Airport . 

Connecticut  has  had  title  to  the  site  of  Trumbull  Airport 
since  1929,  when  it  acquired  a  24-5-acre  tract  of  farm  land.  During  the  1930' s 
the  land  was  converted  into  an  airfield  with  the  cooperation  of  the  WPA  and  the 
assistance  of  some  CAA  funds.  Not  until  194-1,  however,  when  the  field  was  leased 
to  the  U.  S.  Army,  was  there  any  substantial  physical  development. 

Upon  its  return  to  the  state  in  194-8,  Trumbull  Airport  which 
had  been  enlarged  to  4-05  acres  by  the  purchase  of  additional  land  by  the  U.  S. 
Army  and  Navy  had  the  following  facilities:  one  concrete  runway  5,000  feet  long 
and  two  4,000  feet  long,  each  150  feet  wide;  three  ramp  areas  for  standing  planes 
one  800  x  200  feet,  and  two  500  x  200  feet:  approximately  three  miles  of  taxi-ways 
and  two  miles  of  surfaced  roads;  a  spur  track  extension  to  the  New  York,  New  Haven 
and  Hartford  Railroad;  two  serviceable  hangers,  two  other  permanent  buildings  of 
approximately  19,000  square  feet  each,  and  a  control  tower  stripped  of  all  equip- 
ment. Located  three  miles  from  the  center  of  Groton  and  about  five  from  New 
London,  the  airport  is  in  a  position  to  serve  the  transportation  needs  of  a 
resident  population  of  125,000  which,  with  the  shore  and  island  resorts,  is  more 
than  doubled  during  the  summer  season. 
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The  Department's  Concept  of  Its  Role , 

The  attention  of  the  Department  since  its  creation  in  194-6  has  been 
focused  mainly  upon  the  development  of  Bradley  Field  which  has  been  operated  at  an 
annual  loss  to  the  State  for  the  past  three  years .  The  development  of  Trumbull 
Airport,  which  promises  to  remain  a  deficit  operation  for  the  forseeable  future 
has  received  less  attention,  and  the  Department  has  had  no  occasion  to  be  of 
service  to  localities  within  the  State  contemplating  construction  of  local  fields. 
The  licensing,  regulatory  and  enforcement  activities  of  the  Department  have  been 
viewed  as  matters  of  a  routine  nature.  This  is  evident  from  the  Reports  of  the 
Department  for  the  fiscal  years  1947,  1948  and  1949  and  from  the  efforts  of  the 
members  of  the  Commission  during  these  years. 

In  1947,  the  Commission  engaged  Joseph  D.  McGoldrick  to  study  and  report 
on  the  economic  potentialities  of  Bradley  Field  and  Trumbull  Airport.   Since  that 
time,  the  Commissioners  have  devoted  themselves  almost  exclusively  to  problems  of 
promoting  and  financing  plans  for  the  expansion  of  Bradley  Field  and  to  soliciting 
increased  use  of  both  fields  by  Gommercial  airlines.  The  Chairman  of  the  Com- 
mission, who  is  also  Vice-Chairman  of  the  Connecticut  Development  Commission  and 
publisher  of  the  Hartford  Times,  has  been  active  in  publicizing  the  facilities  at 
Bradley  and  in  contacting  commercial  operators.  Believing  that  the  economic  future 
of  the  state  rests  in  part,  at  least,  on  its  ability  to  keep  pace  with  the  growth 
of  aviation,  the  Commission  has  conceived  as  its  prime  function,  the  progressive 
development  of  its  largest  airport  and  is  prepared  to  argue  that  its  value  to  the 
State  far  outweighs  its  dollar  cost. 


*  Report  to  the  Connecticut  Aeronautics  Commission  on  the  Potentialities  of 
Bradley  Field,  March  1,  1947,  and  Report  to  the  Connecticut  Aeronautics  Com- 
mission on  the  Potentialities  of  Trumbull  Airport,  Kay  20,  1947,  Joseph  D. 
McGoldrick. 
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Organization  of  the  Department 

Connecticut's  first  lavs  regulating  aeronautics  were  administered  by  the 
Office  of  the  Secretary  of  the  State  from  1911  to  1923.  In  1923,  their  adminis- 
tration was  assigned  to  the  Motor  Vehicle  Department  and  once  again  was  trans- 
ferred in  1927,  to  a  newly-created  Department  of  Aeronautics  headed  by  a  single 
Commissioner. 

The  present  Department,  created  in  194-6,  is  headed  by  a  commission  of 
seven  members  serving  without  compensation,  one  ex  officio  member,  the  Adjutant 
General,  and  six  others  appointed  by  the  Governor  for  four  year  terms.  The 
statute  makes  no  provision  for  the  removal  of  commissioners.  A  Director  of 
Aeronautics  who  serves  as  Executive  Officer  of  the  Commission,  and  an  Assistant 
Director,  both  appointed  by  the  Commission  and  serving  at  its  pleasure,  directs  the 
work  of  a  permanent  staff  of  87  employees.  The  salary  of  the  Director  is  $6,74.0 
per  year,  and  that  of  the  Assistant  Director  $5,74.0.  Below  is  an  outline  of  the 
Department's  present  organization: 

Aeronautics  Commission.   (7  members) 

Director  and  Assistant  Director  of  Aeronautics. 

Headquarters  Office.  (19  employees) 
Physical  Section. 

Licensing,  Inspection  and  Fnforcement  Section. 
Accounting  and  Purchasing  Section. 
Engineering  Section. 

Bradley  Field.   (4-5  employees) 

Fire,  Maintenance  and  Police  Sections. 

Trumbull  Airport  (22  employees) 

Maintenance  and  Protection  Sections. 

Operations 

Headquarters . 

The  major  operations  of  the  headquarters  staff,  which  is  located  at 

Brainard  Field  in  Hartford,  are  the  licensing  of  airmen;  the  registration  and 

inspection  of  aircraft;  and  the  investigation  of  accidents  and  complaints.  These 
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operations  are  performed  by  the  Physical  Section  and  the  Licensing,  Inspection 
and  Enforcement  Section. 

AirmenTs  Licenses . 

All  applicants  for  an  airman's  license  must  submit  to  a  physical 
examination  by  the  Department's  Chief  Flight  Surgeon  or  by  one  of  twenty -two 
private  physicians  licensed  by  the  Department.  A  fee  of  ten  dollars  payable  to 
the  physician  is  set  by  the  Department.  Reports  of  all  examinations  are  received 
by  the  Chief  Flight  Surgeon  who  maintains  complete  medical  files. 

Applicants  next  complete  an  application  form  recording  their 
Federal  pilot's  certificate  rating  and  number,  date  of  last  physical  examination, 
flight  experience  and  record,  if  any,  of  past  Federal  or  State  violations,  which 
is  received  by  the  Licensing,  Inspection  and  Enforcement  Section.   No  written, 
oral  or  flight  test  is  required.  Applicants  qualifying  physically  and  holding  a 
Federal  certificate  are  issued  a  State  license  upon  payment  of  a  two-dollar  fee. 

Licenses  must  be  renewed  annually  by  April  30th  and  physical 
examinations  are  required  at  intervals  of  six  months,  one  year,  and  two  years, 
depending  on  the  license  rating. 

After  a  large  post-war  increase,  the  volume  of  physical  examinations 
given  and  licenses  issued  is  now  declining. 

Physical  Examinations  Given  and  Airmen's  Licenses  Issued  During  License  Years 

1947.  1948.  and  194.9  Airmen « s 

License  Year               Physical     Increase  Licenses  Increase  or 

Examinations  or  Decrease  Issued  Decrease 

May  1,  1946-Apr.  30,  1947      4263       /  75%  4046  ~     J  12% 

May  1,  1947-Apr,  30,  1948      3171       -  2%  4343      -  3% 

May  1,  1948-Apr.  30,  1949      2270       -  2B%  3675      -  9% 

Aircraft  Registration . 

Aircraft  registrations  are  also  issued  by  this  Section  upon  com- 
pletion of  an  application  form,  proof  of  possession  of  Federal  Airworthiness  Cer- 
tificate and  payment  of  a  fee  by  the  owner  ranging  upwards  from  ten  dollars,   ' 
according  to  size  of  aircraft  and  type  of  registration.  The  number  of  registered 
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aircraft  is  also  declining. 

Aircraft  Registrations  Issued  During  License  Years  1947,  1948  and  194-9 

License  Year  Registrations  Issued:         Increase  or 

All  types _£5CI£a§ie 

May  1,  1946-Apr.  30,  1947  786  /  12% 

May  1,  1947- Apr.  30,  1948  813  /  % 

May  1,  1948-Apr.  30,  1949  739  -  9% 

Inspection. 

Three  full-time  inspectors  under  the  direction  of  a  Chief  Inspector 
devote  the  bulk  of  their  time  to  the  inspection  of  registered  aircraft  throughout 
the  State.  An  attempt  is  made  to  reinspect  all  aircraft  monthly  and  no  aircraft 
is  inspected  less  than  six  times  a  year  as  compared  to  once  a  year  by  Federal 
inspectors.   The  inspection,  for  which  there  is  no  charge,  is  a  thorough  one  involv- 
ing scrutiny  of  the  engine,  cockpit,  landing  gear,  fuselage,  wings,  ailerons,  flaps, 
stabilizers,  elevator,  rudder  and  tabs  and  the  inspectors  are  noted  for  their 
readiness  to  leave  behind  NOT -TO-BE-FLOWN  tags.  Reports  on  the  inspection  of  indi- 
vidual aircraft  are  filed  daily  with  the  Chief  Inspector.  Aircraft  found  to  be 
temporarily  defective  are  reinspected  and  approved  if  properly  repaired.  Those 
found  irreparably  defective  have  their  registration  immediately  revoked,  and  in  all 
cases  a  finding  of  defective  condition  is  recorded  in  the  Chief  Inspector's  files. 

Investigation. 

The  Chief  Inspector  also  receiver  reports  from  airmen  and  owners  of 
aircraft  in  any  way  involved  in  an  accident  causing  injury  to  persons  or  damage  to 
aircraft.  This  is  required  even  in  cases  of  accidents  causing  minor  damage  to 
standing  planes  so  that  a  re-inspection  can  be  scheduled  upon  completion  of  repairs. 
In  the  case  of  serious  or  near  accidents  involving  moving  aircraft,  the  Chief 
Inspector  accompanies  the  Director  and/or  Assistant  Director  in  an  on-the-spot 
investigation  to  determine,  if  possible,  its  cause.  During  the  past  three  licensing 
years,  the  Dept.  has  investigated  118,  97  and  75  accidents,  respectively. 
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All  complaints  received  by  the  Department  are  referred  to  the  Chief 
Inspector  who  has  an  investigation  made  if  the  complaints  are  accompanied  by  suf- 
ficient information.  A  report  is  prepared  for  the  Director.  Usually  complaints 
are  about  low  or  reckless  flying  and  are  inadequately  supported  by  descriptive 
data.  All  complaints  other  than  anonymous  ones  are  acknowledged  and  a  copy  of  the 
Department's  findings  is  sent  the  complainant. 

Two  of  the  Section's  inspectors  are  licensed  airmen  who  pilot 
Department  planes  on  Department  business  and  on  flights  made  at  the  request  of 
other  stfte  agencies. 

Suspension  and  Revocation.  The  most  frequent  cause  of  suspension 
proceedings  is  the  failure  of  airmen  to  submit  to  physical  re—examination.  Warning 
letters  are  mailed  by  the  Section  to  licensees  one  month  prior  to  the  date  they 
must  be  re-examined  and  automatic  suspension  follows  if  medical  reports  are  not 
received  five  days  after  they  are  due.  Notice  of  suspension  is  sent  the  operator 
who  is  directed  to  surrender  his  license.   If  he  fails  to  comply,  an  inspector  is 
sent  to  collect  it  from  him.  Re-instatement  is  automatic  upon  receipt  by  the 
Department  of  a  satisfactory  medical  report. 

Airmen  found  violating  flight  regulations  or  operating  in  a 
generally  reckless  manner  may  also  be  suspended  at  the  discretion  of  the  Director, 
whose  policy  is  to  revoke  licenses  in  cases  he  judges  serious. 

The  Section  also  issues  permits  waiving  minimum  altitude  require- 
ments to  bona  fide  aerial  photographers  and  to  crop  dusters.  These  permits  are 
valid  only  for  the  duration  of  the  specific  flight  for  which  application  was  made. 
Before  issuing  permits  to  crop  dusters,  the  Department  submits  the  application  to 
the  Department  of  Fish  and  Game  for  its  approval.   This  is  done  to  avoid  the  possi- 
bility of  causing  injury  to  wild-life  by  indiscriminant  spraying. 
Airport  Inspection. 

Another  major  operation  of  the  Department  is  the  inspection  and 
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licensing  of  57  landing  areas  within  the  State.  This  work  is  handled  fey  the 
Engineering  Section,  which  is  considered  part  of  the  headquarters  office.   It  is 
located  at  Bradley  Field,  however,  and  is  responsible  for  both  engineering  and  con- 
struction work  at  the  two  State  airports,  and  for  the  inspection  and  licensing  of 
proposed  and  existing  airports  and  landing  areas  throughout  the  State.  An  airport 
engineer  and  his  junior  engineering  aide  have  devoted  most  of  their  attention  the 
past  two  years  to  planning  and  executing  the  renovation  and  alteration  of  various 
buildings  at  Bradley  Field  and  the  maintenance  of  runways,  taxi-ways  and  ramp  areas 
at  both  fields.  Under  the  direction  of  the  airport  engineer,  an  airport  inspector, 
the  third  member  of  the  Section,  devotes  full-time  to  the  inspection  of  proposed 
and  existing  landing  areas  in  the  State. 

The  law  requires  both  individuals  and  municipalities  to  submit  for 
approval  of  the  Department  plans  for  any  proposed  landing  area.  No  formal  applica- 
tion for  a  license  to  operate  a  landing  area  can  be  filed  unless  and  until  the 
Department  has  issued  a  certificate  of  approval  for  the  proposed  site.  This 
requirement  is  designed  to  afford  the  Department  control  over  the  development  of  a 
State-wide  network  of  airports,  while  the  licensing  requirements  enable  the  Depart- 
ment to  exercise  control  over  the  maintenance  and  operation  of  existing  airports. 
No  charge  is  made  for  an  approval  certificate.  A  $25  fee  for  original  license  and 
a  $10  fee  for  a  renewal  is  charged  to  private  owners;  the  law  exempts  municipalities 
from  payment  of  a  license  fee. 

Upon  receipt  of  an  application  for  approval  of  a  proposed  landing  area 
the  airport  inspector  of  the  Engineering  Section  conducts  an  inspection  of  the 
area,  draws  sketches  of  the  proposed  field  and  its  surrounding  area,  notes  the 
presence  or  absence  of  natural  or  man-made  obstacles  and  the  possibilities  for 
future  expansion.  The  inspector  files  a  report  with  the  Director  and  final  dispo- 
sition is  made  by  the  Commission.  If  a  certificate  of  approval  is  issued,  the 
applicant  is  advised  of  the  facilities  and  equipment  he  will  be  required  to  have 


before  the  Department  will  license  him.  Upon  completion  of  the  field  the  indi- 
vidual or  municipality  files  an  application  for  an  original  license  detailing  the1 
layout  of  the  field  and  the  equipment  on  hand.  The  field  is  then  inspected  by  the 
airport  inspector  and  the  application  is  approved  or  denied  by  the  Director. 

When  an  order  granting  or  denying  either  a  certificate  of-  approval  or  an 
original  license  is  contested  within  fifteen  days  by  the  applicant  or  any 
interested  municipality,  the  Commission  is  required  to  hold  a  public  hearing  in 
the  locality  (Sec.  4.8G6), 

All  existing  landing  areas  are  inspected  about  every  nine  months  by  the 
airport  inspector  who  takes  an  inventory  of  navigational  aids,  aircraft-servicing 
and  fire-fighting  equipment  and  public  facilities,  and  inspects  the  condition  of 
runways,  boundary  markers  and  buildings.  Inspectors'  reports  are  submitted  to  the 
headquarters  office  where  they  are  reviewed  by  the  Director  and  filed  in  an  air- 
port file. 

When  deficiencies  in  the  amount  or  condition  of  equipment  are  found  at  a 
landing  area,  the  owner  is  notified  by  the  airport  inspector,  and  in  serious  cases, 
by  a  letter  frora  the  Director.  The  airport  inspector  schedules  a  special  call-back 
inspection  to  see  that  the  necessary  corrections  have  been  made. 

Tjipical  deficiencies  are  the  failure  to  re-paint  wind-direction  indi- 
cators and  boundary  markers  and  to  recharge  fire  extinguishers.  The  Department  has 
found  constant  surveillance  necessary  to  enforce  its  standards.  It  has  not  been 
necessary,  however,  to  suspend  or  revoke  any  landing  area  license. 

Within  the  past  three  years  no  municipalities  have  applied  to  the  Com- 
mission for  approval  of  new  airport  sites.  Nine  new  private  restricted  landing 
areas,  however,  have  been  approved  out  of  a  total  of  45  requested.  The  following 
tables  indicate  the  scope  of  this  operation: 
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Airports  in  Existence  During  1947,  194.8,  and  194-9 

Airports  in  existence  as  of : 

July  1.  1947    July  1.  194-8    July  1.  194-9 

Commercial  Airports  30            29  29 

Restricted  Commercial  Airports  4-3  2 

Private  Restricted  Airstrips  6             9  12 

Private  Restricted  Seaplane  Bases  0             3  3 

Seaplane  Bases  11            11  11 

51  55  57 

Airport  Inspections  Completed  During  194-7,  194-8.  and  194-9 

Number  of  Airport  Inspections  made  Year  Ending: 

July  1,  194-7    July  1,  194-8    July  1.  194? 

Routine  Airport  Inspections  4-0  77          62 

Inspections  of  Proposed  Airportr  25  10          10 

Inspections  of  Proposed  Seaplane  Bases  8  4-2 

Special  Airport  Inspections  0  9           2 

73  100         76 

Accounting  and  Purchasing  Section . 

The  fourth  and  last  section  in  the  Headquarters  Office  of  the 
Department  is  the  Accounting  and  Purchasing  Section,  which  is  staffed  by  an 
accountant  auditor,  an  assistant  accountant  auditor  and  two  clerical  personnel. 

State  Airports. 

Management  of  the  two  State  airports  is  the  major  operation  of  the 
Department  from  the  point  of  view,  both,  of  Commission  emphasis,  of  personnel 
involved,  and  of  funds  expended.   During  the  fiscal  year  194-9,  more  than  three- 
fourths  of  the  Department's  personnel  were  assigned  to  the  State  airports  and  more 
than  four-fifth's  of  its  funds  were  expended  in  their  management. 

The  actual  operation  of  the  fields  is  a  routine  matter.  Fire  fighting 
equipment  is  maintained  and  manned  twenty-four  hours  a  day;  the  areas  are  policed 
by  Department  guards;  buildings,  grounds  and  equipment  are  continuously  maintained; 
records  are  kept  of  all  business  done  at  the  field;  and  revenues  are  collected. 
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Less  routine  and  more  important,  however,  are  the  problems  of  determin- 
ing State  needs;  of  appraising  and  cultivating  the  economic  potentialities  of  the 
two  State  airports  and  of  adjusting  the  size  of  their  plant  and  operations  accord- 
ingly. The  Commission  has  recognized  a  difference  in  the  importance  and  potenti- 
alities of  the  two  fields  and  is  adjusting  its  plans  accordingly. 

Trumbull  Airport . 

While  the  volume  of  business  done  at  Trumbull  Airport  has  more  than 
doubled  since  the  end  of  the  war,  there  is  little  likelihood  that  revenues  will  be 
substantially  increased  and  no  possibility  in  the  forseeable  future  that  the  field 
will  pay  its  way.  At  the  present  time,  flying  activity  at  the  field  is  limited  to 
that  engaged  in  >y  privately-owned  planes  and  the  service  offered  by  two  commer- 
cial operators,  Groton  Flying  Service,  Inc.,  and  Air  Holiday  Inc.,  both  of  whom 
engage  in  charter  operations  and  offer  flight  instruction.  During  the  summer 
months  there  are  also  three  or  four  flights  per  week  by  a  third  commercial 
operator,  Island  Air  Ferries.  In  addition,  the  field  is  used  as  a  summer  encamp- 
ment for  two  weeks  by  the  Connecticut  Air  National  Guard. 

This  activity  represents  but  a  small  fraction  of  the  field's 
capacity  and  there  is  no  evidence  that  its  facilities  will  be  over-taxed  or  even 
fully  used  within  the  next  ten  or  fifteen  years.  The  Commission's  task,  then,  is 
one  of  encouraging  greater  use  of  facilities  already  available  that  would  put  the 
field  on  a  more  nearly  solvent  basis,  and  at  the  same  time  of  paring  maintenance 
and  operating  costs  to  a  minimum.  The  Department  has  sold  a  number  of  temporary 
buildings  for  removal  from  the  field  and  is  advertising  the  sale  of  others.  Air 
Holiday,  Inc.  rents  one  of  the  two  permanent  buildings  for  use  as  an  inn  and 
restaurant  and  two  other  buildings  are  leased  to  a  candy  manufacturer  and  printing 
concern,  respectively. 

During  the  past  two  years  $74.,  871, 41  have  been  expended  for  capital 
improvements.   Installation  of  a  medium  intensity  lighting  system  designed  to 
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encourage  the  use  of  the  field  by  scheduled  operators   and  construction  of  a 
seaplane  ramo  accounted  for  all  but  a  fraction  of  the  expenditures. 

Recognizing  that  the  field  will  continue  to  operate  at  a  deficit 
indefinitely,  however,  the  Commission  plans  no  further  physical  development. 

Below  is  a  statement  of  expenditures  and  receipts  at  Trumbull 
Airport  for  the  past  two  fiscal  years  and  appropriations  for  the  current  year. 


Trumbull  Airport  Expenditures,  Receipts,  and  Deficits  for  Fiscal  Years 

1948.  1949  and  1950 


2M 

_!242 

1950 
(Appropriated) 

Expenditures 

Personal  Services 

$47,568.59 

$51,816.22 

$59,050.00 

Contractual  Services 

6,096.77 

5,727.81 

14,275.00 

Supplies  &  Materials 

12,287.67 

10,832.08 

16,200.00 

Equipment 

9,670.52 

1,492.98 

4,525.00 

EVdntenance 

10,296.76 

5,148.03 

I   10,000,00 

Capital  Improvement 

30,296.78 

64,574.63 

$90,867.18 

$139,391.75 

$104,050.40 

Receipts 

Landing  Fees 

82.00 

363.00 

Rentals 

7,209.18 

14,669.04 

Annual  Deficit 

$83,658,00 

$124,722.71 

Bradley  Field. 

Activity  at  Bradley  Field  is  on  a  much  larger  scale  and  gives 
promise  of  increasing  in  the  immediate  future.  There  are  four  scheduled  airline 
carriers  now  operating  from  Bradley  making  a  total  of  30  flights  daily.  United 
Airlines  offers  seven  daily  passenger  flights  providing  service  to  Providence, 
Boston,  Cleveland  and  points  west,  and  one  daily  cargo  flight  to  Cleveland. 


*  Northeast  Airlines,  at  present  the  only  prospective  scheduled  operator  interested 
in  using  the  field,  had  in  the  past  indicated  a  reluctance  to  do  so  based,  among 
other  things,  on  the  absence  of  an  adequate  lighting  system. 
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American  Airlines  has  fourteen  flights  per  day  offering  service  to  Boston,  Provi- 
dence, New  York  and  points  south.  Eastern  Airlines  schedules  six  flights  to 
Boston  and  New  York  and  North  East  Airlines  has  two  daily  flights  from  Bradley  on 
its  New  York  to  Montreal  run. 

Strato-Freight,  Inc.,  and  Trans-Ocean  Airlines,  two  non-scheduled  carriers, 
also  operate  from  the  field  with  the  latter  using  it  as  the  base  for  its  Atlantic- 
European  Division. 

In  addition,  Bradley  Field  is  the  base  of  the  Connecticut  Air  National 
Guard. 

Apart  from  military  flights,  these  operations  in  the  year  194.8-194? 
accounted  for  the  transportation  of  83,950  departing  or  arriving  passengers,  and 
4,330,361  pounds  of  cargo,  increases  of  252$  and  91%  respectively,  over  the  pre- 
ceding year's  volume  of  traffic. 

Other  activity  at  the  field  is  carried  on  by  various  concessions  and  by 
a  number  of  local  business  concerns  which  have  rented  space  at  the  field  for 
storage  purposes. 

There  is  at  least  one  definite  prospect  for  increased  flight  activity  at 
the  field  and  reasonable  expectation  of  additional  activity  in  the  near  future.  At 
the  present  time  an  American  Airlines  petition  requesting  re-certification  of 
certain  of  their  flights  is  being  considered  by  the  Civil  Aeronautics  Board. 
American  now  operates  four  round-trip  flights  daily  on  their  local  run  between 
Boston  and  Buffalo  which  stop  at  Barnes  Airport,  Westfield,  Mass.,  to  serve  Spring- 
field. The  petition  requests  a  re-certification  from  Barnes  Airport  to  Bradley 
Field  which  would  make  this  service  available  to  a  larger  area.  The  petition  also 
requests  permission  to  make  a  similar  change  in  its  New  York  to  Boston  flights.  If 
the  petition  is  granted,  which  seems'  likely,  at  this  time,  revenues  of  Bradley 
Field  would  be  increased  about  $4,000  per  year. 

Another  possible,  but  less  important,  increase  in  revenues  may  develop 
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from  the  Commission's  current  negotiations  with  two  overseas  carriers  to  hava 
Bradley  Field  used  as  an  alternate  airport  when  weather  conditions  in  Boston  and 
New  York  are  poor. 

In  addition  to  these  specific  possibilities,  the  Commission  anticipates 
that  a  steadily  increasing  volume  of  business  will  be  done  at  the  field.  What  the 
rate  of  this  increase  will  be,  it  is  difficult  to  judge.  The  field  is  a  relatively 
new  one  and  a  process  of  adjustment  among  a  number  of  airports  in  the  area  is  still 
under  way.  The  number  of  passengers  handled  in  the  year  19-48-194-9  is  already  twice 
that  which  would  be  obtained  by  applying  the  CAA's  national  projection  factor  of 
1.6   to  the  194-7-194-8  perfermance  for  an  estimate  of  the  volume  of  passengers  in 
1955.  On  the  other  hand,  the  McGoldrick  report  predicted  a  passenger  volume  of 
777,000  for  1950  which  compares  with  an  actual  performance  of  only  83,94-0  for  the 
year  194-8-194-9, 

Estimates  offered  by  officials  of  the  four  scheduled  airlines  now 
operating  at  Bradley  Field  range  from  a  one-third  increase  in  passenger  traffic 
over  the  next  ten  years  to  a  fifty  per  cent  increase  within  a  five-year  period. 

The  Commission  has  based  its  plans  for  future  operation  on  the  most 
optimistic  predictions  of  the  McGoldrick  Report.  There  is  no  present  evidence  that 
the  predictions  will  be  realized. 

In  194-7  the  General  Assembly  created  a  Bradley  Field  Bond  Commission  con- 
sisting of  the  Governor,  the  State  Treasurer  and  the  Commissioner  of  Finance  and 
Control.  The  Treasurer  was  directed  to  issue,  with  the  approval  of  the  Bond  Com- 
mission, bonds  to  an  amount  not  exceeding  two  million  dollars,  proceeds  from  the 
sale  of  which  were  to  be  used  for  both  the  improvement  and  operation  of  Bradley 
Field.  The  full  faith  and  credit  of  the  State  were  pledged  for  the  payment  of  the 
principal  and  interest  on  any  bonds  issued.   It  was  further  provided  that  all 

revenue  from  the  operation  of  Bradley  Field  be  pledged  first  to  the  payment  of  the 
Airline  passengers. .  U.  S.  Dep.t.  of  Commerce,  Civil.  Aeronautics  Administration.j 

1948. 
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principal  and  interest  on  such  bonds,  and  second  to  the  operating  expenses  of  the 
field. 

Effective  July  1,  194-9  these  provisions  were  amended  resulting  in  three 

major  changes.  First,  proceeds  from  the  sale  of  bonds  issued  may  be  used  only  for 
major  improvements,  and  no  longer  for  operation  of  the  fieldj  second,  it  is  pro- 
vided that  payments  of  the  principal  and  interest  on  bonds  issued  will  be  made 
from  the  general  fund,  and  not  from  revenues  of  the  field;  and  third,  all  major 
improvements  are  to  be  approved  by  the  Bond  Commission  and  performed  under  the 
supervision  of  the  State  official  charged  with  construction  of  public  works.  It 
is  expected  that  with  funds  provided  by  this  bond  issue  early  in  1950  construction 
of  a  new  terminal  building,  ramp  area  and  runway  extension  will  begin  in  the  late 
spring.   The  proposed  stages  and  order  of  work  with  cost  estimates  are  indicated 
in  the  following  tables 

PROPOSED  STAGES  AND  ORDER  OF  WORK  WITH  ESTIMATES  FOR  NEW  TERMINAL 
. BUILDING  -  BRADLEY  FIELD.  WINDSOR  LOCKS 

Stage  1   Preparation  of  detailed  plans  for  new  Terminal  Building. 
Construction  of  new  terminal  building,  including  land- 
scaping,  automobile  ramp,  etc.  $V5P,000. 

"   2   Approach  Road  102,000. 

"   3   New  apron  for  Terminal  Building  550,000. 

"  U       Center  Taxiway  plus  connections  to  new  apron  286,000. 

"   5   Runway  Extensions  North  -  South   1000 

NE  -  SW         200  175,000. 

"   6   New  Taxiway  lights  and  relocation  of  control  equipment 
for  existing  lights  and  such  additional  lights  as  are 
necessary  100,000. 

"   7   Miscellaneous  work,  utilities,  fencing,  etc.  80 t 000. 

$2,243,000. 

The  Commission  appreciates  the  livelihood  that  revenues  from  Bradley 

Field  will  not  be  sufficient  in  the  next  five  years  to  cover  operating  costs, 

maintenance  costs,  and  amortization  charges,  but  is  hopeful  that  the  field  will 

prove  solvent  thereafter.   In  any  event,  the  Commission  takes  the  view  that  the 

value  of  the  field  to  the  State  is  such  as  to  justify  its  operation  at  a  deficit 
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indefinitely. 

The  following  table  is  a  statement  of  expenditures  and  receipts  at 

Bradley  Field  for  the  past  two  fiscal  years  and  of  appropriations  for  the  current 

year: 

Bradley  Field  Expenditures,  Receipts,  and  Deficits  for 
Fiscal  Years  1948.  1949  and  1950 


1943  1949             1950 

(Appropriated) 

Expenditures 

Personal  Services        $126,665.13  $108,952.95     $129,032.80 

Contractual  Services       17,185.54  17,601.81      30,700.00 

Supplies  and  Materials      24,695.74  21,776.75      30,800.00 

Equipment                 2,031.73  2,937.89      14,875.00 
Maintenance  &  Capital 

Improvements           33,229.82  39.938.94      59.010.00 

$203,807.96  $191,208.34    $264,417.80 

Receipts 

Rentals                 52,485.37  75,346.37 

Landing  Fees              7,543.00  20,704,36 

Services                   183.75  20,219.55 

Vending  Machines             912.61  1,696.25 

Miscellaneous               285.50  466.99 

~  61,410.23  119,027.32 

Annual  Deficit              142,397.96  72,208.34 


Comments  on  Successful  Phases  of  the  Work  of  the   Department  of  Aeronautics 

The  routine  activities  of  the  Department  are  handled  with  efficiency 
and  dispatch.   The  twenty- two  physicians  licensed  by  the  Department  to  give 
physical  examinations  are  so  located  throughout  the  state  as  to  cause  a  minimum 
of  inconvenience  to  pilots.  The  Department's  inspector?,  t*.^  of  whom  hold 
airmen's  licenses,  are  thoroughly  qualified  mechanics  and  their  competence  has 
doubtless  contributed  to  Connecticut's  enviable  record  of  safety  in  the  air.  The 
Department's  practice  of  conducting  an  immediate  and  thorough  investigation  of  any 

*  Exclusive  of  expenditures  to  be  financed  with  bond  issue* 
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accident  involving  an  aircraft  has  also  contributed  to  that  record.   Such  investi- 
gations have  in  the  past  led  to  the  discovery  of  structural  deficiencies  which  were 
ultimately  corrected  at  the  factory  and  eliminated  as  a  source  of  future  difficulty 
throughout  the  country.  Moreover  the  Department  has  maintained  a  network  of  visual 
navigational  aids  which  is  among  the  most  extensive  and  effective  in  the  nation. 

The  staffs  at  Bradley  Field  and  Trumbull  Airport  appear  to  be  efficient 
and  well-trained  and  compare  favorably  as  regards  number  of  personnel  and  work 
performed  with  comparable  airports  elsewhere. 

Finally,  the  morale  in  the  Department  is  very  high.   The  Department  is 
relatively  young  and  growing  and  the  prospect  of  substantial  expansion  at  Bradley 
Field  has  generated  a  good  deal  of  enthusiasm  which  appears  to  have  permeated  the 
staff  as  a  whole. 

Weaknesses  in  the  Operation  of  the  Department. 

Weaknesses  in  the  operation  of  the  Department  are  few  but  serious.  The 
Department  is  directed  by  statute  to  encourage,  foster  and  assist  in  the  develop- 
ment of  aeronautics  and  to  encourage  the  development  of  airports  and  other  aero- 
nautical facilities.  In  attempting  to  carry  out  this  general  charge  the  Department 
has  been  overly  optimistic  in  planning  for  the  development  of  the  two  State  air- 
ports. Past  and  current  plans  for  the  installation  of  more  extensive  facilities 
at  Bradley  Field  and  Trumbull  Airport  have  been  based  on  predictions  of  expected 
future  traffic  offered  in  the  McGoldrick  Reports  of  194-7.  It  has  teen  apparent  for 
at  least  the  past  year  that  these  predictions  were  highly  Inaccurate.   Nevertheless, 
the  Department  has  continued  to  plan  for  an  expansion  of  Bradley  Field  facilities 
sufficient  to  handle  a  volume  of  traffic  which  there  is  no  evidence  to  indicate 
will  be  realized  in  the  forseeable  future.  During  the  past  two  fiscal  years 
$61,328.53  were  expended  for  the  planning  and  installation  of  a  medium  intensity 
lighting  system  at  Trumbull  airport  that  even  the  optimistic  McGoldrick  Report  did 
not  recommend.  Moreover,  the  proposed  plans  for  Bradley  Field  expansion  include 
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items  such  as  the  extension  of  runways,  which  the  McGoldrick  Report  specifically 
stated  were  unnecessary. 

Notwithstanding  the  patent  inacpuracy  of  the  McGoldrick  predictions  the 
Department  has  undertaken  no  new  survey  of  the  economic  potentialities  of  the 
fields.  There  has  been  little  formal  or  frequent  consultation  with  officials  of 
airlines  now  operating  from  Bradley  Field  or  with  officials  of  potential  operators 
to  determine  their  future  needs.  Moreover,  no  estimates  have  been  made  of  the 
volume  of  traffic  which  would  be  necessary  to  raise  receipts  to  the  level  of 
current  and  future  operating  expenditures.  The  Department  has,  rather,  proceeded 
on  the  premise  that  the  expansion  and  development  of  the  fields  is  so  desirable 
that  it  should  proceed  regardless  of  their  inability  to  meet  expenses. 

Issues  to  be  Resolved. 

The  role  of  the  Department  as  a  promotional  agency  in  the  field  of 
aeronautics  is  the  major  issue  to  be  resolved.  There  is  no  question  of  the 
importance  of  a  good  safety  record  in  promoting  public  confidence  in  air  travel. 
In  this  area  the  Department  has  done  much  to  promote  aeronautics.  It  may  be 
questioned,  however,  whether  the  operation  of  the  State's  airports  should  be  con- 
ceived primarily  as  vehicles  for  the  further  promotion  of  aeronautics  irrespective 
of  the  costs  involved.  The  value  of  these  public  properties  to  the  State  cannot, 
of  course,  be  exactly  calculated  in  dollars  and  cents.   Intangible  community 
benefits  derived  from  the  existence  of  a  modern,  well  equipped  transportation 
system  are  not  so  easily  measured.  But  the  Department  has  shown  little  or  no 
interest  in  appraising  these  intangible  benefits  and  has  shown  even  less  incli- 
nation to  consider  the  direct  costs  involved.   It  has  operated  on  the  premise  that 
in  the  long  run,  a  policy  of  fostering  airport  development  will  be  beneficial  to 
the  State  without  thoroughly  investigating  that  premise.  In  other  words,  it  is 
deliberately  putting  the  State  of  Connecticut  into  the  business  of  subsidizing 
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airports  and  airline  operations  rather  heavily  without  counting  the  cost,  and. 
without  much  assurance  that  all  of  the  new  expenditures  proposed  are  actually- 
needed  at  this  time. 

The  important  issue,  then,  is  whether  the  Department  as  presently  con- 
stituted and  organized  is  the  proper  agency  to  make  such  determination. 

Possible  Courses  of  Action. 

1.  The  Department  of  Aeronautics  might  remain  an  independent  agency 
responsible  for  both  safety  activities  and  operation  of  Bradley  Field  and 
Trumbull  Airport. 

2.  The  Department  could  be  transferred  as  presently  constituted  to  a  new 
Secretariate  for  Public  Works  and  Properties,  along  with  the  Highway  Department, 
the  Merritt  Parkway  Commission,  the  Commissioners  of  Steamship  Terminals,  the  Old 
Lyme-Saybrook  Bridge  Commission,  the  Hartford  Bridge  Commission,  the  Gro ton-New 
London  Bridge  Commission,  and  other  public  properties,  as  outlined  in  Part  I  of 
this  report. 

3.  The  third  possibility  is  (a)  to  transfer  responsibility  for  develop- 
ing and  maintaining  the  state  owned  airports  to  a  Director  of  Airports  in  the 
Secretariate  for  Public  Works  and  Properties,  as  outlined  in  Part  I  of  this  report, 
and  (b)  to  consolidate  the  Department  of  Aeronautics  (i.e.  its  remaining  regula- 
tory functions)  with  the  Motor  Vehicle  Department,  the  consolidated  department  to 
be  a  part  of  the  Secretariate  for  Public  Safety.  The  Aeronautics  Commission  would 
then  become  an  Airports  Commission  with  strictly  advisory  functions  in  connection 
with  the  development  and  operation  of  the  two  state  owned  airports. 

0.  Recommendations 

1.  The  first  possibility,  to  leave  things  as  they  are,  is  clearly 
unsatisfactory  as  it  perpetuates  the  development  and  operation  of  public 
facilities  by  an  agency  narrowly  and  almost  fanatically  concerned  with  the 
promotion  of  but  one  phase  of  transportation, 
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2.  The  second  plan  of  organization  would  be  an  improvement  over  present 
arrangements.   The  planning,  construction,  management,  and  maintenance  of  State 
airports,  docks,  highways,  bridges,  and  other  public  works  can  be  done  much  more 
effectively  as  part  of  a  total  integrated  program  than  as  a  series  of  isolated 
projects.  These  facilities  must  be  integrated  when  completed,  and  if  they  are  to 
dovetail  then  their  place  in  the  state's  total  public  works  and  properties  program 
must  be  envisaged. from  the  beginning.  The  regulatory  functions  of  the  present 
Department  of  Aeronautics,  however,  would  be  a  foreign  body  in  the  Secretariate  for 
Public  Works  and  Properties. 

3.  The  third  plan  proposed,  reassignment  of  operational  and  regulatory 
functions,  best  meets  the  needs  of  the  situation.  Management  of  Bradley  Field 

and  Trumbull  Airport  is  an  important  administrative  task  in  operating,  maintaining, 
and  developing  valuable  physical  properties.  The  problem  has  its  peculiarities 
but  is  in  many  ways  similar  to  the  management  of  other  valuable  properties  owned 
by  the  State.  Confidence  in  the  future  of  aviation  and  enthusiasm  for  a 
and  constructive  program  are  important,  but  not  less  so  than  skill  and  prudence  to 
see  that  every  dollar  gOA<?  *>s  far  as  possible,  and  that  higher  priorities  are 
satisfied  before  lower.  American  history  is  full  of  examples  of  new  enthusiasms 
for  spending  public  funds  to  aid  new  public  or  quasi  public  works.  Taxpayers  in 
the  past  invested  heavily  in  canals,  turnpikes,  terminals,  and  railroads.  Unfor- 
tunately many  of  these  expenditures  were  made  without  sufficient  discrimination 
and  were  fruitless.  This  is  not  to  say  that  Connecticut  should  not  tack  aviation 
to  the  full.  Rather,  this  point  is  that  the  most  constructive  and  helpful 
support  that  it  can  give  is  a  realistic  and  prudent  program  that  will  not  saddle 
the  industry  with  unnecessarily  high  costs  or  the  public  with  a  white  elephant. 
Airport  operation  and  development  will  be  handled  >>est  as  part  of  the 
total  public  works  and  properties  program  of  the  State.   It  will  benefit  from  the 
leadership  of  a  Secretary  for  Public  Works  and  Properties  as  outlined  in  Part  I  of 
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this  report,  and  from  the  analysis,  advice,  and  technical  assistance  that  such  a  Sec- 
retary's staff  can  give.  Such  leadership  and  assistance  are  lacking  today.  The  air- 
ports program  is  flying  blind. 

The  regulatory  phase  of  the  Stated  aeronautics  activities  is  essentially 
a  safety  program,  similar  in  purpose  and  method  to  the  regulation  of  other  automotive 
vehicles  and  their  drivers,  although  the  regulation  of  aircraft  and  pilots  is  neces- 
sarily more  thorough  and  extensive.  They  can  be  appropriately  consolidated  under  the 
same  leadership  in  the  combined  Department  of  Motor  Vehicles  and  Aeronautics  in  the 
Secretariate  for  Public  Safety  as  outlined  in  Part  I  of  this  report.  We  recommend 
that  the  salary  of  the  Commissioner  of  Motor  Vehicles  and  Aeronautics  be  fixed  at 
$15, 000c 

The  registration  of  airmen  and  aircraft  would  fall  logically  to  a 
Division  of  Registry  in  the  Department  of  Motor  Vehicles  and  Aeronautics,  while  the 
responsibility  for  inspection  of  aircraft,  investigation  of  accidents  and  complaints 
and  maintenance  of  the  network  of  visual  navigational  aids  should  be  assigned  to  the 
Division  of  Engineering  and  Inspection.  Responsibility  for  the  approval  of  airport 
location  and  for  inspection  of  airports  within  the  State  could  be  given  to  the 
Division  of  Engineering  and  Inspection  (or  possibly  to  The  Division  of  Dealers  and 
Repairers). 

With  the  rising  toll  of  deaths  from  automobile  and  airplane  accidents 
a  better  integrated  and  more  comprehensive  safety  program  is  a  timely  development. 
The  regulation  of  both  automobiles  and  aircraft  is  directly  related  to  the  military 
function  and  the  police  functions  which  it  is  proposed  to  put  under  the  general 
supervision  of  this  same  Secretary  for  Public  Safety.   His  leadership,  and  the 
assistance  of  his  professional  staff  should  be  most  helpful  in  strengthening  the 
effectiveness  of  these  activities. 
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REGULATIVE         AGENCIES 


Part  II 


LIQUOR  CONTROL  COMMISSION 


D.  G.  MaoDonald 


November  21,  1949 
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LIQUOR  CONTROL  COMMISSION 


Established  hay  1,  1933. 


Commission:  Three  members:  one  member  appointed  biennially  by  Governor  (without 

Senate  approval).  One  member  is  designated  by  Governor  as  Chairman 
of  the  Commission  and  serves  in  this  capacity  at  the  Governor's 
pleasure. 

Statutory  Qualifications  for  Appointment:  No  more  than  two  Commissioners  may  be 
of  same  political  party. 

Tenure:  Term  of  six  years  from  the  first  day  of  May  next  following  appointment; 
removal  by  Governor  for  cause  and  after  a  public  hearing. 

Salaries:  Chairman  $7,000;  others  $6,000  per  annum. 

Secretary:  Appointed  by  Commission. 
Tenure:  Merit  system  status. 
Salary:  $5,220  per  annum. 

Personnel:  52  salaried  employees  as  of  November  22,  194-9. 
Appropriation  for  1949-1950:  $198,540. 


Illustrations 


For  illustrations  of  the  activities  of  the  Liquor  Control  Commission,  see : 

1.  Pp.   5  -  8  on  activities  of  the  Commission. 

2.  Pp.   8  - 12  on  investigatory  activities  of  the  Commission. 

3.  Pp.  14  -15  on  weaknesses  in  the  operation  of  the  Commission. 
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LIQUOR  CONTROL  COMMISSION 
A«  History  and  Background 

The  responsibility  for  controlling  the  traffic  in  alcoholic  beverages 
was  returned  to  the  States  in  1V33  with  the  enactment  of  the  21st  amendment  to  the 
Constitution  of  the  United  States.  The  exceptionally  difficult  nature  of  this 
responsibility  was  soon  brought  home  forcefully  to  the  legislators  of  the  many 
states  faced  with  the  task  of  formulating  liquor  laws.  The  difficulty  lay  in  the 
need  for  reconciling  two  conflicting  but  equally  desirable  ends:  the  limitation  of 
the  liquor  traffic  within  the  narrowest  bounds  because  of  the  proven  danger 
inherent  in  the  use  of  alcohol,  and  the  avoidance  of  too  great  restriction  which 
would  make  for  law  violation . 

As  law-breaking  had  been  the  most  recent  accompaniment  of  the  use  of 
liquor,  it  was  only  natural  that  the  latter  end  appeared  important.  But  it  was 
understood  at  the  time  that  the  advent  of  Federal  prohibition  itself,  and  the 
reign  of  lawlessness  which  accompanied  it  were  the  results  of  an  earlier  failure 
to  impose  sufficient  restraints  upon  the  use  of  liquor.  The  primary  objective  of 
the  States,  therefore,  was  to  devise  a  system  of  control  which  would  avoid  a 
recurrence  of  the  conditions  which  had  been  unquestionably  responsible  for  prohi- 
bition. 

In  applying  the  principle  of  restraint,  the  States  were  divided  into 
three  groups  characterized  by  the  degree  of  severity  in  the  restraining  device 
adopted.  One  group  placed  restrictions  on  private  trade;  another  instituted 
systems  of  State  operation;  and  a  smaller  group  prohibited  traffic  in  liquor 
altogether.  Today  the  grouping  of  States  within  these  three  categories  is  as 
follows : 
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Wet  States .with  Private  Sale 

Arizona  Kansas 

Arkansas  Kentucky 

California  Louisiana 

Colorado  Maryland 

Connecticut  Massachusetts 

Delaware  Minnesota 

Florida  Missouri 

Georgia  Nebraska 

Illinois  Nevada 
Indiana 


._X29J_ 

New  Jersey 
New  Mexico 
New  Y^rk 
North  Dakota 
Rhode  Island 
South  Carolina 
South  Dakota 
Tennessee 
Texas 
Wisconsin 


Wet  States  with  State  Sale   (17^ 


Alabama 

Idaho 

Iowa 

Maine 

Michigan 

Montana 


New  Hampshire 

North  Carolina 

Ohio 

Oregon 

Pennsylvania 


Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wyoming 


Dry  States (2_]_ 

Mississippi  Oklahoma 


Before  Federal  prohibilion,  the  responsibility  for  licensing  and  regu- 
lating the  liquor  trade  in  the  15  States  where  it  was  permitted  had  been  vested 
largely  in  local  authorities  such  as  municipal  councils,  license  boards,  police 
commissioners,  judges,  municipal  chief  executives,  and,  less  frequently,  local 
bodies  appointed  expressly  for  that  purpose.   To  avoid  a  recurrence  of  undesir- 
able conditions  the  old  policy  of  entrusting  local  agencies  with  the  power  to 
license  and  control  was  abandoned  in  the  new  liquor  control  systems  adopted  in 
1933.  In  its  stead,  the  policy  of  charging  a  central  State  Agency  with  the 
responsibility  for  administering  the  liquor  laws  was  substituted. 

Centralization  was  not  the  sole  objective  of  legislation  on  post-repeal 

liquor  administration.  Many  original  proposals  favored  the  creation  of  specially 

appointed  liquor  authorities  (as  against  the  plan  of  delegating  the  task  to 

*  H.  Leslie  Ward,  The  Administration  of  Liquor  Control  in  Virginia,  Bureau  of 

Public  Administration,  University  of  Virginia,  194-6.  p.  2. 
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existing  state  agencies)  on  the  theory  that  an  independent  agency  was  best 
equipped  to  handle  the  responsibility.  Of  the  28  states  with  liquor  licensing 
systems,  14-  have  such  separate  agencies.   Ten  have  assigned  the  function  to 
fiscal  agencies  and  four  have  lodged  it  in  other  departments.  The  record  of 
liquor  control  by  state  fiscal  agencies  has  been  universally  poor.  Since  the 
main  responsibility  of  fiscal  agencies  is  revenue,  their  interest  has  been 
primarily  focused  on  revenue  rather  than  on  social  control,  and  there  have  been 
many  instances  in  which  licenses  have  been  issued  far  in  excess  of  the  needs  or 
desires  of  communities.* 

The  multi-member  board  is  the  popular  form  of  state  liquor  authority 
among  the  license  states  which  have  separate  licensing  agencies.  Of  the  14  states 
with  separate  authorities,  only  4  have  single-member  agencies.  It  is  difficult 
to  make  a  comparison  of  the  relative  effectiveness  of  single  and  multi-member 
agencies  because  there  are  considerable  differences  among  states- — differences  In 
law,  geographical  area,  size  of  population,  and  scops  of  operations.  Certain 
single-  member  agencies  are  among  the  best,  however,  and  they  are  doing  particu- 
larly well  the  functions  usually  thought  of  as  being  best  handled  by  a  board,  as 
for  example,  the  determination  of  policy  and  the  hearing  of  appeals. 

Since  repeal  of  the  21st  amendment  Connecticut  has  used  the  licensing 
system  to  control  the  manufacture,  sale  and  consumption  of  alcoholic  beverages, 
and  the  administration  of  the  liquor  control  laws  has  been  the  responsibility  of 
the  present  Liquor  Control  Commission,  a  separate,  multi-member  agency. 


*  Harrison,  L.  V.  and  Laine,  E.,  After  Repeal ,  1936.  p.  55 
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B . . Findings, 
Activities  of  the  Liquor  Control  Commission,, 

The  Commission  is  directed  to  enforce  the  provisions  of  the  Liquor  Con- 
trol Act  (Chap.  204.,  General  Statutes,  Revision  of  1949)  and  to  make  all  rules  ani 
regulations  necessary  for  that  purpose.  The  Act  provides  for  sixteen  different 
classes  of  permits  to  engage  in  various  phases  of  the  liquor  business  (Sec. 4237), 
and  it  specifies  in  detail  the  restrictions  and  limitations  on- the  operation  of  each 
type  of  business  authorized  by  the  issuance  of  a  permit  (Sec. 4238-4257).  It 
establishes  a  detailed  procedure  for  the  issuance  of  permits  involving  advertise- 
ments by  the  applicant  (Sec .4259)  and  hearings  by  the  Commission  (Sec. 4261 ). 

It  prohibits  the  issuance  of  permits  to  employees  of  the  Commission 
(Sec. 4226),  to  non-electors  and  certain  local  police  and  law  enforcement  authori- 
ties (Sec.  4264).  It  further  prohibits  the  issuance  of  permits  to  operate  estab- 
lishments in  areas  where  the  sale  of  alcoholic  beverages  is  prohibited  by  local 
zoning  ordinances  or  in  wdry"  towns  (Sec. 4262).   In  addition,  the  Act  authorizes 
the  Commission  to  deny  permit  applications  at  its  discretion  if  it  believes  that 
the  applicants  are  unsuitable  persons  (Sec.  4265).  The  Commission  may  also  deny 
permit  applications  if  it  believes  the  proposed  locations  unsuitable  by  virtue  of 
their  promimity  to  churches  and  schools  or  if  it  believes  the  number  of  permit 
premises  in  the  locality  is  such  that  the  granting  of  an  additional  permit  would  be 
detrimental  to  the  public  interest  (Sec.  4263). 

The  Commission  is  also  directed  to  collect  permit  fees  as  specified  by 
statute  which  range  from  $1,000  per  annum  for  a  manufacturer's  permit  to  $5  for  a 
grocery  store  beer  permit.  Although  it  has  no  power  to  set  prices,  the  Commission 
is  directed  to  enforce  the  prohibition  against  discrimination  in  wholesale  prices 

to  permittee  purchasers, 

*  Manufacture,  wholesaler,  package  store,  hotel,  restaurant,  club,  tavern, 

railroad  boat,  druggist  temporary,  warehouse,  concession,  out-of-state  shipper's, 
broker's,  and  military  permits. 
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Organization,  Staffing  and  Finances. 

The  activities  of  the  Liquor  Control  Commission  are  directed  by  a  Com- 
mission of  three  members  appointed  by  the  Governor  for  over-lapping  six  year 
terms.  An  Executive  Secretary,  appointed  by  the  Commission  and  serving  with 
merit  system  status,  acts  as  general  manager  and  supervises  the  work  of  the 
Division  of  Inspection  and  the  Division  of  Administration, 

r  ~> 

:  Liquor  Control  Commission  , 

(3  members) 

I i 1 

I   Executive  -  Secretary 

(2  employees) 


! 
Division  of  Inspection  !         |  Division  of  Administration 


(20  employees)  (27  employees) 

Total  employment  as  of  Oct.  1,  194-9:  52  employees. 

Receipts  and  Expenditures  for  Fiscal  Years  194-7,  194-8  and  1949 

194.7  194-8  194-9 

Receipts  $3,275,546.76     $3,374,298.81    $3,373,705.76 

Expenditures  182,636.92        178,304-4-0      192,619.72 

Operations. 

The  Qoromissipn.  The  most  important  activity  of  the  Liquor  Control  Com- 
mission is  the  conduct  of  hearings  by  the  Commission  itself.  The  practice  of  the 
present  Commission  is  to  hold  hearings  for  all  new  applications  (exoept  those  for 
package  store  beer  permits)  as  well  as  for  revocation  and  suspension  actions 
although  hearings  are  required  by  statute  only  in  the  latter  two  cases.  Hearings  ' 
on  applications  for  new  permits  are  generally  completed  within  a  half  hour's  time. 
Others,  including  new  applications  which  are  contested,  and  denial,  suspension  and 
revocation  proceedings,  run  considerably  longer.  The  present  Commission  has  held 
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hearings  twice  a  week  for  the  past  six  months,  as  opposed  to  the  former  practice  of 
weekly  meetings,  in  an  attempt  to  clear  up  a  considerable  backlog  of  accumulated 
cases.   Cases  heard  are  disposed  of  at  weekly  executive  sessions  where  all  renewal 
applications  are  also  reviewed  and  where  general  problems  are  discussed  and  regu- 
lations revised  and  promulgated, 

The  Executive-Secretary  is  present  at  all  hearings  as  is  the  appropriate 
local  inspector  who  presents  the  Commissioners  with  a  formal  report  containing  the 
information  they  will  need  to  consider  a  particular  case.  The  majority  of  persons 
involved  in  a  hearing  appear  without  counsel,  although  this  is  not  the  rule  in 
revocation  or  suspension  hearings  or  in  hearings  on  new  applications  being  con- 
tested by  interested  parties. 

The  character  of  hearings  varies  with  the  nature  of  the  case  being 
heard.  When  hearing  new  applications  the  Commission  is  primarily  interested  in 
establishing  whether  applicants  meet  the  statutory  qualifications  and  whether  pro- 
posed establishments  meet  specifications  as  contained  in  the  regulations.  The 
number  of  outlets  in  the  State  as  a  whole  or  in  particular  communities  is  not 
limited  by  Statute  but  the  Commission  is  authorized  to  deny  permit  applications  if 
it  believes  that  the  number  of  permit  premises  already  in  a  locality  is  such  that 
the  granting  of  additional  permits  would  be  detrimental  to  the  public  interest 
(Sec.  4263).  Although  it  has  not  been  the  avowed  general  purpose  of  the  Com- 
mission to  hold  down  the  total  number  of  outlets,  it  has  been  the  practice  of  the 
present  Commission  to  put  the  burden  of  proof  on  an  applicant  to  demonstrate  the 
need  for  an  additional  outlet. 

Frequently,  a  new  application  is  contested  by  permitees  already 
established  in  a  community  who  fear  the  effects  of  increased  competition  which 
would  result  from  the  issuance  of  a  permit.   The  Commission  does  not  consider 
oconomic  competition,  per  se,  as  a  factor  in  granting  or  denying  a  permit.   It 
doe 3,  however,  deny  applications  if  it  believes  to  grant  them  would  create  such  a 
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highly  competitive  situation  as  to  tend  to  induce  all  permittees  in  the  area  into 
illegal  sales  practices  in  an  attempt  to  remain  solvent. 

Over  the  years  there  has  been  developed  no  consistent  body  of  standards 
to  guide  the  Commission  in  its  consideration  of  individual  cases.  This  is  due  in 
part,  no  doubt,  to  the  nature  of  the  problems  dealt  with  by  the  Commission. 
Admittedly  there  are  sufficient  differences  in  local  situations  to  render  a 
uniform  or  highly  rigid  set  of  standards  for  the  granting,  denial,  suspension  and 
revocation  of  permits  not  only  difficult,  but  undesirable.  This  fact  was  recog- 
nized by  the  lawmakers  who  invested  in  the  Commission  broad  discretionary  powers. 
It  is  the  feeling  of  the  present  Commission;  however,  that  many  of  their  current 
difficulties  would  not  exist  if  they  had  inherited  a  set  of  broad  governing 
policies.  Lacking  these,  they  are  required  to  operate  on  an  individual-case  basis. 

During  fiscal  year  194-9,  721  hearings  sere  held,  11  permits  were  revoked, 
and  101  were  temporarily  suspended.  As  of  June  30,  1949  there  were  8007  permits 
of  all  types  in  force. 

Division  of  Inspection.  In  the  work  of  the  Division  of  Inspection  the 
Liquor  Control  Commission  is  engaged  in  a  police-type  activity.  Sixteen  local 
inspectors  under  the  direction  of  a  Chief  Inspector  located  in  the  Hartford  office 
exercise  a  continuing  surveillance  over  the  operation  of  alcoholic  beverage  out- 
lets throughout  the  State. 

Each  inspector  is  responsible  for  one  of  sixteen*  districts  in  the 
State.  There  are  approximately  500  outlets  in  each  district,  each  of  which  is 
normally  inspected  twice  a  year — once,  in  the  middle  of  the  license  year,  and 
again,  one  month  prior  to  the  permit  renewal  date.  The  work  of  the  inspection 
force  is  considerably  increased  by  the  more  time  consuming  inspectional  activities 


As  the  Commission  is  authorized  to  employ  18  local  inspectors,  inspection 
activities  are  normally  based  on  a  division  of  the  State  into  18  districts. 
Currently,  however,  there  are  only  16  local  inspectors  on  the  payroll. 
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involve*  in  the  processing  of  new  applications.  In  addition,  all  inspectors  are 
occasionally  required  to  participate  in  special  investigations  in  districts  other 
than  their  own.  Finally,  inspectors  are  required  to  be  present  at  all  hearings 
involving  permittees  whose  premises  are  located  in  their  respective  districts. 

There  is  no  regular  or  continuing  field  supervision  of  local  inspectors 
after  they  have  been  trained  and  put  on  the  job.  Although  the  appearance  of 
inspectors  at  the  Hartford  office  to  attend  hearings  gives  the  force  rather 
frequent  opportunities  to  discuss  special  problems  and  difficulties  with  the 
Chief  Inspector,  it  is  generally  agreed  that  there  is  insufficient  field  super- 
vision of  the  inspectors.  This  situation  aot  only  fails  to  promote  efficient 
handling  of  the  Commission's  inspectional  activities  but  there  is  a  missing  link 
in  the  chain  of  command.  For  instance,  in  October  194-7,  it  was  discovered  that  a 
local  inspector  had  for  some  time  been  extracting  loans'  and  gifts  from  permitees. 
These  extractions  from  permit  holders  were  obviously  predicated  on  the  assumption 
that  the  inspector  was  in  a  position  to  return  official  courtesies  to  his  bene- 
factors. Although  there  has  'jeen  an  attempt  since  that  time  to  control  more 
closely  the  daily  activities  of  the  local  inspection  force,  it  is  difficult  to  do 
so  without  a  single  field  supervisor.   The  Chief  Inspector  is  fully  occupied  in 
the  headquarters  office.  All  inspection  assignments  are  now  originated  by  the 
Chief  Inspector  in  the  Hartford  office.  Weekly  instructions  are  mailed  to  the 
inspector's  home  which  serves  as  his  base  of  operations  in  the  field. 

Inspectors  perform  a  number  of  different  types  of  inspections  which  vary 
in  detail  according  to  the  class  of  outlet  inspected  and  the  nature  of  the 
situation  occasioning  the  investigation.  The  purpose  of  all  inspections,  however, 
is  to  determine  whether  the  permittee  (or  applicant  permittee)  and/or  the  estab- 
lishment meet  requirements  as  set  forth  by  law  and  regulations.   To  this  end, 
investigations  of  the  "suitability  of  persons"  and  the  "suitability  of  place"  are 
made. 
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1.  New  Outlet  Applications. 

All  applications  for  permits  for  new  outlets  are  received  in  the 
Hartford  office  where  they  are  checked  to  see  that  they  have  been  properly  com- 
pleted and  to  determine  whether  the  applicant  is  apparently  qualified.  They  are 
then  referred  to  the  appropriate  local  inspector  who  conducts  an  extensive  inves- 
tigation of  both  person  and  place.   State  and  local  police  records  are  checked  to 
determine  whether  the  applicant  has  a  criminal  history;  three  character  references 
are  interviewed;  local  banks  and  credit  organizations  are  asked  for  an  appraisal 
of  the  applicant's  credit  reputation;  and  it  is  established  whether  the  prospective 
permittee  is  an  elector  in  the  town  in  which  he  proposes  to  do  business.  The 
premises  are  inspected  to  see  that  they  fulfill  statutory  requirements  and  moet 
the  Commission's  specifications  and  the  inspector  discovers  whether  the  premises 
have  received  the  required  approval  of  the  local  Fire  Marshal  and  Board  of  Health. 
The  inspector  also  secures  an  estimate  of  the  population  in  the  area  the  applicant 
proposes  to  serve  and  prepares  a  list  of  all  other  outlets  within  a  distance  of 
one  mile  from  the  proposed  establishment.  Upon  completion  of  the  inspection  an 
inspection  report  is  submitted  to  the  Hartford  office  and  (except  in  the  case  of 
an  application  for  a  package  beer  permit)  a  hearing  is  scheduled. 

2.  Semi-Annual  Inspections. 

Semi-annual  inspections  are  less  extensive  than  new  application 
investigations.  They  are  unscheduled  and  involve  only  an  inspection  of  the 
liquor  storage  and  kitchen  equipment  and  an  examination  of  food  supplies  and 
food  sales  records. 

3.  Renewal  Application  Inspections, 

Renewal  inspections,  which  are  conducted  a  month  prior  to  the 
annual  expiration  of  permits,  are  substantially  the  same  as  original  inspections. 
They  include  a  re-investigation  of  the  "suitability"  of  both  person  and  plnce 
and,  in  addition,  an  examination  of  the  permittee's  business  records  t.o  determine 
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whether  the  outlet  has  been  oporated  as  a  bona  fide  eating  establishment.  Permits 
are  renewed  by  the  Commission  and  the  Executive  Secretary  in  executive  session 
upon  receipt  of  satisfactory  inspection  reports.  Hearings  for  consideration  of 
renewal  applications  are  scheduled  by  the  Commission  only  in  those  cases  in  which 
an  unsatisfactory  inspection  report  has  been  submitted. 

4.  Miscellaneous  Inspections. 

Inspections  are  also  originated  upon  the  receipt  of  a  number  of 
other  types  of  applications.  Substitute  permittee  applications,  which  are  requests 
to  employ  a  temporary  permittee  during  the  vacation  or  illness  of  an  original  per- 
mittee, are  frequently  received.  They  occasion  a  "suitability  of  person"  investi- 
gation of  the  proposed  substitute  permittee.  Other  applications,  including  those 
requesting  permission  to  alter  premises  or  to  set  up  new  premises,  are  followed  by 
an  investigation  of  the  "suitability  of  place."  Finally,  applications  for  a  change 
of  type  of  outlet  occasion  a  complete  investigation  of  both  "suitability"  of 
person  and  of  place. 

Inspectors  are  also  occasionally  assigned  to  inspect  the  sales 
records  and  inventories  of  retail  permittees  delinquent  in  the  payment  of  their 
liquor  bills  for  periods  in  excess  of  thirty  days*  and  to  investigate  instances  of 
price  discrimination  by  wholesale  permittees. 

5.  Special  Investigations. 

A  particularly  difficult  activity  of  the  Division  of  Inspection  is 
the  conduct  of  special  investigations  to  apprehend  violators.  They  are  undertaken 
usually  as  the  result  if  complaints  (mostly  anonymous)  received  by  mail,  telephone 
or  interview  alleging  a  variety  of  illegal  practices  such  as  prostitution,  sale  to 
minors  and  inebriates,  and  sales  on  holidays  or  during  restricted  hours.  The 
Division,  which  has  no  special  investigation  squad,  is  required  to  stage  its 
special  investigation  raids  at  night  with  a  group  of  inspectors  assembled  from 
*  See  below  under  Section  entitled  Miscellaneous  Operations. 
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outlying  districts.  An  additional  source  of  difficulty  in  the  conduct  of  special 
investigations  is  the  Commission's  necessary  reliance  on  police  authorities.  Not 
having  the  power  of  arrest  (which  is  given  inspection  personnel  of  comparable 
regulative  agencies,  e.g.  Motor  Vehicle  Department  and  Department  of  Aeronautics), 
inspectors  of  the  Liquor  Control  Commission  must  rely  on  the  presence  and  cooper- 
ation of  local  and  state  police  to  apprehend  violators.  The  record  of  police 
cooperation  on  the  local  level  has  been  consistently  poor.  In  numerous  cases  the 
evidence  suggests  there  has  been  active  cooperation  between  permittees  and  local 
police  officers.  Relations  with  the  state  police  have  been,  as  a  whole,  con- 
siderably better;  but  here,  too,  there  is  room  for  substantial  improvement. 
Cooperation  has  varied  from  year  to  year  and  with  changes  of  leadership.  The 
result  has  been  a  further  weakening  in  the  enforcement  of  the  liquor  control  laws. 

During  fiscal  year  194-9  a  total  of  16,155  inspections  of  all  kinds  were 
made. 

Miscellaneous  Operations. 

A  number  of  related  but  secondary  activities  are  performed  by  the 
Division  of  Administration. 

1,  Control  of  Permittees  Delinquent  in  Payment  of  Bills.   It  is  a  time- 
consuming  and  costly  operation  (performed  by  the  Division  of  Administration)  to 
administer  the  provisions  of  law  which  prohibit  the  sale  of  alcoholic  beverages 
to  permittees  delinquent  more  than  thirty  days  in  the  payment  of  their  liquor 
bills  (Sec.  4-266),  This  prohibition,  designed  originally  to  restrain  indebted 
retail  liquor  permittees  from  illegal  sales  practices,  was  written  into  the 
original  law  with  the  hearty  endorsement  of  the  wholesalers'  trade  associations 
who  saw  an  opportunity  to  use  the  Liquor  Control  Commission  as  a  bill  collecting 
agency  in  their  behalf. 

The  Commission  receives  daily  lists  of  delinquent  permittees  from  the 
Connecticut  Wholesale  Liquor  Dealers'  Association  and  the  Brewers'  and  Wholesalers' 
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Board  of  Trade.  A  consolidated  list  of  delinquents  is  prepared  in  the  Division 
of  Administration,  copies  of  which  are  sent  the  two  wholesalers'  associations  for 
distribution  to  individual  wholesalers.  After  a  grade  period  of  two  weeks  copies 
are  also  given  the  Chief  Inspector  who  schedules  inspection  assignments  for  his 
local  inspectors. 

Enforcement  of  the  prohibition  is  at  best  only  partially  successful. 
Three  wholesalers  are  members  of  neither  wholesalers'  association.  They  neither 
contribute  to  nor  receive  the  consolidated  list  of  delinquent  permittees  prepared 
by  the  Commission.  horeover,  it  is  understood  that  many  wholesalers  fail  to 
report  clients  whose  credit  records  have  been  generally  satisfactory  or  whose 
failure  to  pay  is  due  to  negligence  rather  than  insolvency.  Finally,  delinquents 
normally  settle  their  debts  within  a  matter  of  days  after  the  thirty  day  grace 
period  before  additional  inventories  are  ordered. 

The  incidence  of  delinquency  is  extremely  high  averaging  more  than  800 
permittees  each  week.  Few  cases  of  sales  to  delinquents  are  discovered,  however, 
and  the  net  result  of  the  statutory  provision  is  a  substantial  increase  in  the 
work  load  of  the  Commission. 

2.  Posting  of  Wholesalers'  Prices. 

The  Commission  requires  all  out-of-state  shippers  and  Connecticut 
wholesalers  to  post  with  it  prices  of  their  beer,  wines  and  liquors,  and  to  dis- 
tribute notice  of  such  prices  to  permittee  purchasers.  This  requirement  is 
designed  to  enforce  Section  4-306  of  the  General  Statutes  (Revised  194-9),  which 
prohibits  discrimination  in  price  discounts  among  permittee  purchasers.  The 
purpose  of  this  provision  is  to  protect  outlets  whose  volume  of  business  would  be 
too  small  to  make  them  eligible  for  large  order  discounts, 

3.  Registration  of  Labels. 

The  law  also  requires  the  Commission  to  approve  or  disapprove  the 
labels  used  by  manufacturers  on  battled  and  canned  spirits  sold  in  the  State. 
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Be signed  to  afford  the  public  an  honest  statement  as  to  the  ingredients  of  the 
merchandise  they  buy,  the  registration  of  labels,  for  which  there  is  a  fee  of 
$3.00  per  label,  also  produces  a.  substantial  revenue. 

Weaknesses  in  the  Operation  of  the  Liquor  Control  Commission. 

1.  The  recent  history  of  the  Liquor  Control  Commission  documents  the 
weakness  of  a  plan  of  state  organization  in  which  there  are  many  independent, 
isolated,  state  agencies. 

On  July  22,  1949,  the  then  Chairman  of  the  Liquor  Control  Commis- 
sion was  removed  as  a  member  of  the  Commission  by  the  Governor  for  misconduct, 
material  neglect  and  incompetence  in  the  conduct  of  his  office  over  a  period  of 
four  years.  It  need  only  be  remarked  that  an  organizational  structure  which  so 
isolates  the  operation  of  an  important  public  agency  from  the  continuing  super- 
vision of  the  Governor  for  a  period  of  four  years  is  not  designed  to  promote 
honest  or  efficient  government.  The  facts  of  this  particular  case  illustrate, 
also,  a  general  vieakness  of  the  commission-type  agency.  Diffusion  of  responsi- 
bility for  the  operation  of  the  Commission  not  only  facilitated  the  irregular 
behavior  of  the  Chairman  but  served  to  perpetuate  it.  Members  of  the  staff,  who 
might  ordinarily  be  expected  to  report  to  a  higher  authority  the  misconduct  they 
knew  of,  were  reluctant  to  do  so  in  the  light  of  the  seeming  lack  of  concern  on 
the  part  of  the  other  Commissioners, 

2.  A  continuing  weakness  of  the  Liquor  Control  Commission  has  been  its 
failure  to  establish  broed  governing  policies  to  guide  itself  in  the  consideration 
and  disposition  of  individual  cases.  The  Commission  continues,  after  sixteen 
years,  to  operate  on  an  "every-case-is-unique-basis"  with  the  result  that  there 
has  been  little  uniformity  governing  the  issuance  of  permits  and  a  disproportion- 
ate amount  of  time  spent  on  this  activity. 

3.  At  the  same  time  it  has  failed  to  evolve  broad  governing  policies, 
however,  the  Commission  has  unduly  restricted  the  operation  of  its  staff  with  an 
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elmost  endless  stream  of  regulations.   Its  regulations,  which  have  accumulated 
over  a  period  of  years,  have  not  been  reviewed  and  revised  in  systematic  fashion 
since  the  establishment  of  the  agency.  Each  new  Commissioner  has  added  to 
existing  regulations  and  none  has  reduced  their  number.  There  is  a  feeling  in 
some  quarters  that  if  the  present  situation  continues,  the  staff  will  soon  be 
regulated  into  inactivity. 

4.  The  most  serious  weakness  of  the  agency  at  present,  however,  is  its 
lack  of  sufficient  inspectional  personnel,  each  of  whom  is  required  to  supervise 
the  operation  of  some  500  outlets  distributed  over  a  wide  area.  The  Commission's 
force  of  16  local  inspectors  and  one  Chief  Inspector  is  proportionately  much 
smaller  than  that  of  comparable  agencies  in  the  Eastern  and  Mid-Atlantic  States. 
The  Alcoholic  Beverage  Division  in  New  Jersey,  for  instance,  where  there  are 
less  than  12,000  outlets,  employs  95  local  inspectors  and,  in  addition,  14  super- 
visory inspectors.  To  match  this  proportion,  which  is  a  representative  average, 
Connecticut  would  need  a  total  of  73  inspectors  instead  of  the  16  now  employed. 

5.  The  problems  of  enforcement  are  rendered  even  more  difficult  by  th« 
Commission's  generally  unsatisfactory  relations  with  police  authorities.  The 
record  of  police  cooperation  on  the  losal  level  has  been  consistently  poor.  Few 
local  police  departments  make  an  effective,  independent  effort  to  police  outlets 
and  many  individual  local  officers  have  been  found  in  collusion  with  permittees 
who  are  violating  the  lav/.  Although  the  record  of  cooperation  with  the  State 
Police  has  been  more  satisfactory,  there  has  not  been  a  close,  continuing 
relationship.   Cooperation  has  varied  from  year  to  year  and  with  changes  in 
leadership. 

Issue s_ to  be  Resolved. 

The  major  issue  to  be  resolved  concerns  the  responsibility  of  the 
Commission  for  the  efficient  and  expeditious  administration  of  the  liquor  control 
laws  of  the  State.  Its  separoteness  and  isolation  have  in  the  past  tended  to 
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make  continuing  supervision  by  the  Governor  a  difficult,  if  not  impossible,  task. 
The  recent  removal  of  a  Commission  Chairman  for  improper  use  of  his  office, 
undetected  for  a  period  of  four  years,  is  sufficient  emphasis  of  this  fact. 
Moreover,  the  recent  record  of  the  Liquor  Control  Commission  also  opens  to 
question  the  effectiveness  of  the  commission  form  of  agency  in  this  area  of  regu- 
latory activity.  It  is  a  record  not  only  of  diffur"=-''  responsibility  but,  in 
effect,  of  general  irresponsibility. 

The  Liquor  Control  Commission  is,  moreover,  similar  in  both  purpose  and 
function  to  a  number  of  other  state  agencies.   Its  methods  of  operation  in  many 
cases  are  virtually  identical  with  those  of  the  State  Police  Department,  the 
Motor  Vehicle  Department,  the  State  Athletic  Commissioner,  and  the  regulatory 
activities  of  the  Department  of  Aeronautics.  All  are  concerned  primarily  with 
problems  of  the  safety  of  individuals  and  of  the  public  at  large.  They  all 
promulgate  rules  and  regulations ;  they  all  supervise  and  inspect;  they  conduct 
investigations;  they  license;  and  they  apprehend  and  discipline  offenders.  The 
Liquor  Control  Commission  is  associated  only  informally  (and  in  the  past,  on  the 
whole,  ineffectively)  with  but  one  of  these  similar  agencies,  the  State  Police 
Department.   In  this  association,  cooperation  has  varied  with  changes  in  leader- 
ship. As  regards  safety  problems  as  a  whole,  there  has  been  no  close  or  con- 
tinuing leadership.  Finally,  there  has  been  little  or  no  interchange  of  infor- 
mation in  the  development  of  procedures  and  techniques  common  to  all  these 
agencies  and  operating  experience  has  not  been  quickly  or  fully  exploited. 

C.  Recommendations. 
Possible  Courses  of  Action. 

1.  The  Liquor  Control  Commission  might  remain  as  it  is  presently 
constituted  and  organized. 

2.  The  Liquor  Control  Commission  might  be  abolished  and  its  functions 
vested  in  a  Commissioner  of  Liquor  Control  who  would  become  a  part  of  the 
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Secretariate  for  Public  Safety  (as  recommended  in  Part  I  of  this  Report)  which 
would  include  also  the  State  Police  Department,  the  Department  of  Motor  Vehicles 
and  Aeronautics,  the  State  Athletic  Commissioner  and  the  Military  Department* 

Comments. 

1.  The  first  measure  is  unsatisfactory  because  it  fails  to  resolve  any 
of  the  issues  posed  by  the  present  organization. 

2.  The  second  course  of  action  is  better  designed  to  assure  the  full 
achievement  of  objectives  at  less  cost  to  the  State  than  is  now  incurred  in  the 
separate  administration  of  these  many  activities  in  the  field  of  public  safety. 
Such  an  organization  would  better  insure  the  responsible  discharge  of  the  liquor 
control  laws  and  it  would  provide  for  a  continuing  supervision  of  agencies  per- 
forming related  activities.   It  would,  moreover,  insure  regular  cooperation  among 
agencies  where  cooperation  has  at  times  been  only  casual,  and  it  would  facilitate 
the  interchange  of  operating  efficiencies  in  the  development  of  procedures  and 
techniques.  Finally  it  would  prepare  the  way  for  possible  further  improvements 
in  administration. 

It  is,  therefore,  recommended  that  the  Liquor  Control  Commission  be 
abolished  and  its  functions  vested  in  a  Commissioner  of  Liquor  Control,  appointed 
by  the  Governor,  who  would  become  a  part  of  the  Secretariate  for  Public  Safety. 
A  salary  of  $15,000  Is  recommended  for  the  Commissioner. 
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STATE  ATHLETIC  COMMISSIONER 


DATA 


State  Athletic  Commissioner  established:  June  1,  1925. 

State  Athletic  Commissioner  appointed  by  Governor  (without  Senate  approval), 

Tenure:  Term  of  four  years  from  the  first  day  of  July  in  the  year  of 
appointment  and  until  a  successor  is  appointed  and  has 
qualified;  removal  by  Governor  for  cause. 

Salary:  $5,500  per  annum, 
Deputy  Commissioner:  appointed  by  Commissioner. 

Tenure:  Serves  at  pleasure  of  Commissioner. 

Salary:  $2,750  per  annum. 
Secretary:  appointed  by  Commissioner. 

Tenure:  Merit  system  status. 

Salary:  $3,060  per  annum. 
Personnel:  5  salaried  employees  as  of  November  22,  194-9 
Appropriation  for  194-9-1950:  $28,74-0.00 


Illustrations 


For  illustrations  of  the  activities  of  the  State  Athletic  Commissioner,  see 

1.  Pp.  8  -  10  on  staging  of  boxing  and  wrestling  matches. 

2.  Pp.  6-8  on  licensing. 
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STATE  ATHLETIC  COMMISSION 
A.  History  and  Background 

Public  policy  regarding  professional  boxing  and  wrestling  has  been  to 
safeguard  the  health  and  physical  well-being  of  contestants  by  regulating  the 
conduct  of  exhibitions  and  that  of  all  persons  and  organizations,  other  than 
spectators,  who  play  a  role  in  their  staging. 

In  boxing  this  is  an  elusive  goal  and  success  has  been  minimal,  for  the 
sport  is  one  not  only  of  skill  but  of  punishment  obtaining  in  no  other  game, 
Characteristically,  regulation  has  been  designed  to  minimize  the  danger  of  sudden 
fatal  injury.  Boxers  are  given  medical  examinations  before  each  bout  and  care  is 
exercised  to  select  evenly  matched  contestants.  Referees  are  instructed  to  stop 
bouts  before  serious  injury  is  inflicted,  and  a  host  of  other  precautions  are 
taken.  Where  these  precautions  are  strictly  enforced  ring  deaths  are  rare,  but 
few  fighters  retiring  from  a  career  of  boxing  are  in  anything  approximating  good 
health  or  sound  physical  condition.  This  situation  will  prevail  as  long  as  the 
object  of  the  sport  is  to  knock  out  the  opponent  and  safety  regulation  will  be  a 
matter  of  degree. 

Regulation  to  afford  some  degree  of  protection  to  contestants  is  now  in 
force  in  every  state  in  the  nation  with  varying  degrees  of  success.  Typically  it 
is  more  or  less  successful  in  inverse  proportion  to  the  popularity  and  prevalence 
of  boxing.  Enforcement  of  even  the  minimal  precautions  has  traditionally  been  lax 
in  Pennsylvania,  New  York,  Illinois  and  Ohio,  where  the  sport  is  a  major  industry 
and  where  the  influence  of  matchmakers  and  promoters  on  state  officials  is  greatest  , 

It  is  important  to  note  also  that  state  athletic  commissioners  have 
usually  been  appointed  from  the  ranks  of  the  business  that  they  are  to  regulate. 
This  practice  has  probably  been  the  source  of  much  lax  regulation.  Some  states, 
notably  Massachusetts  and  New  Jersey,  have  sought  to  correct  this  weakness  by 
lodging  the  function  in  agencies  responsible  for  safety  activities  on  all  fronts, 
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a  practice  that  has  met  with  considerable  success. 

The  first  athletic  agency  to  regulate  professional  boxing  and  wrestling 
in  Connecticut  was  the  State  Athletic  Commission.   Created  in  1921,  this  com- 
mission of  three  members  continued  until  1925,  when  it  was  abolished.  At  that 
time  its  activities  were  transferred  to  the  State  Athletic  Commissioner  who  con- 
tinues to  regulate  these  sports  today. 

Within  the  limits  imposed  by  the  nature  of  professional  boxing  Con- 
necticut regulation  has  been  effective.   Its  record  of  safety  in  boxing  and 
wrestling  is  among  the  best  in  the  nation.  There  have  been  no  ring  deaths  in  the 
State  since  19231  Connecticut  Athletic  Commissioners  have  traditionally  been  less 
readily  influenced  by  members  of  the  industry  than  those  of  most  other  states,  and 
Connecticut's  regulations  have  been  among  the  most  progressive  in  the  nation. 

B.  Findings 
Duties  and  Powers 

The  State  Athletic  Commissioner  is  charged  by  Chapter  158  of  the  General 
Statutes,  Revision  of  194-9,  with  the  responsibility: 

1.  to  enforce  the  laws  and  make  regulations,  subject  to  approval 
by  the  Governor  pertaining  to  boxing  and  wrestling  bouts  held 
within  the  State,  except  amateur  exhibitions  held  under  the 
supervision  of  schools  and  colleges.   (Sec.  3508); 

2.  to  issue  and  revoke  permits  to  conduct,  hold  or  give  boxing  and 
wrestling  exhibitions  (Sec.  3507) J 

3.  to  impose  penalties  and  fines  on  permittees  for  violation  of  the 
laws  or  regulations  (Sec.  3512); 

4.  to  appoint  physicians  to  examine  contestants  and  local  inspectors 
to  represent  the  Commissioner  at  exhibitions  (Sec.  3516);  and 

5.  to  collect  a  tax  of  five  per  cent  of  the  total  receipts  of  such 
exhibitions  (Sec.  3510), 
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Activities  Currently  Being  Performed. 

The  activities  being  performed  by  the  State  Athletic  Commissioner  are 
few  in  number  and  not  complex.  All  persons  and  organizations  engaged  in  the 
business  of  boxing  and  wrestling  are  licensed,  and  boxers  and  wrestlers  are  given 
physical  examinations.  The  conduct  of  bouts  is  prescribed  by  the  Commissioner's 
regulations  and  all  bouts  are  supervised  by  local  inspectors.   The  Commissioner 
imposes  fines  for  violations  of  the  law  and  regulations.;  suspends  and  revokes 
licenses  at  his  discretion;  and  collects  the  State  tax  on  gate  receipts  of  all 
exhibitions. 

The  Commissioner  regulates  three  types  of  exhibitions:  professional 
boxing;  semi-professional  boxing;  and  professional  wrestling.  The  difference 
between  professional  and  semi-professional  boxing  is  one  of  degree,  the  latter 
category  having  been  established  to  accommodate  young,  inexperienced  boxers 
making  their  start  in  professional  boxing.  With  but  four  exceptions,  the  regu- 
lations governing  these  two  types  of  exhibitions  are  identical.   Semi-professional 
bouts  are  limited  to  a  maximum  of  five  rounds,  each  of  two  minutes  duration,  as 
compared  to  fifteen  three-minute  rounds  in  professional  boxing.  Gloves  used  in 
semi-professional  bouts  must  weigh  no  less  than  eight  ounces  and  those  used  in 
professional  bouts  no  less  than  five  ounces.   In  addition  boxers  may  not  qualify 
as  professionals  until  they  are  eighteen  years  of  age,  whereas  the  minimum  age  for 
semi-professional  is  sixteen.  Finally,  the  annual  license  fee  for  semi-professioral 
boxers  is  $2.00  as  compared  to  a  fee  of  $10.00  for  the  professional  license. 

The  regulation  of  professional  wrestling  involves  fewer  problems  than 
does  that  of  boxing.  In  the  first  place  there  are  many  less  wrestling  bouts  than 
there  are  boxing  matches.  Furthermore;  in  wrestling,  the  object  of  which  is  to 
pin  rather  than  knock  out  an  opponent,  there  is  relatively  little  danger  of  bodily 
harm  being  done  to  contestants.  Finally,  wrestling  matches  are  recognized  by 
spectators  as  exhibitions  rather  than  contests  and  it  is  generally  understood  and 
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accepted  that  wrestlers  take  turns  winning,  Consequently,  professional  wrestling 
is  less  strictly  regulated  by  the  Athletic  Commissioner  than  are  professional  and 
semi-professional  boxing. 

The  Agency's  Concept  of  Its  Role . 

The  personnel  of  the  State  Athletic  Commissioner  conceive  their  primary 
role  to  be  the  protection  of  the  health  and  well-being  of  Connecticut's  profes- 
sional boxers  and  wrestlers  within  the  limitations  imposed  by  the  nature  of  the 
games. 

This  is  evident  from  the  annual  report?  of  the  Commissioner,  the 
emphasis  given  safety  activities  performed  and  the  occasional  promulgation  of  new 
regulations  to  safeguard  contestants  against  injury  in  the  ring. 

Organization,  Staffing  and  Finances. 

The  State  Athletic  Commissioner  and  a  Deputy  Commissioner  direct  the  work 

of  the  headquarters  staff.  This  staff  is  composed  of  a  Secretary,  acting  as 

general  manager  for  the  Commissioner,  a  Chief  Inspector  and  one  Stenographer.  A 

non-salaried  field  staff  consists  of  16  local  inspectors  under  the  supervision  of 

the  Chief  Inspector  and  13  physicians  who  perform  their  duties  for  fees  set  by  the 

Commissioner  and  paid  by  persons  or  organizations  sponsoring  bouts. 

ORGANIZATION  CHART 
STATE  ATHLETIC  COMMISSIONER 


! 

STATE  ATHLETIC  COMMISSIONER' 

T 

j  Deputy  Commissioner 

1 

i  Headquarters  Staff | 
(3  employees) 

i 

Physician: 
i   _(131_. 

3                Local  Inspectors 
J       1      (16) 
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Receipts  and  Expenditures  for  Fiscal 
Years  1948  and  1949 

Receipts  1948  1949 

Taxes  01«>,381. 55-  $14,395.93 

License  Fees  10,200.00  8,417.00 

Forfeits  808.88       975.66 

Total  Receipts  $30,390,47  $23,788.59 

Expenditures 

Personnel  Services              21,840.98  22,401.26 

Contractual  Services             2,568.09  2,411.00 

Supplies  5.68^96  578,34 

$24,978.03  $25,390.60 

Operations. 

Licensing. 

All  matchmakers,  promoters,  managers,  boxers,  wrestlers,  seconds, 
referees,  'timekeepers  and  announcers  are  licensed  annually  by  the  Commissioner. 
In  addition,  physicians  are  appointed  annually  by  the  Commissioner  to  examine 
contestants  immediately  prior  to  bouts  in  which  they  engage  and  local  inspectors 
are  appointed  to  supervise  the  handling  of  all  bouts.  A  fee  of  $10.00  per  bout, 
set  by  the  Commissioner,  is  paid  the  physician  and  inspector  by  the  club  or 
person  sponsoring  the  match. 

Referees  are  required  to  take  a  written  non-competitive  examination 
testing  their  knowledge  of  the  rules  and  regulations  governing  bouts.  There  are, 
however,  no  specified  qualifications  that  a  boxer  or  wrestler  must  have  to  obtain 
a  license  other  than  a  general  ability  to  fight  and  defend  himself.  These  quali- 
ties are  judged  from  the  applicant's  past  record  in  Connecticut  and/or  other 
States,  and,  in  the  case  of  beginners,  by  inspectors  who  observe  them  in  practice 
sessions.   Similarly  there  are  no  specific  qualifications  for  matchmakers,  pro- 
moters, managers,  seconds,  timekeepers  and  announcers,  A  license  is  issued  to  any 
applicant  who  enjoys  a  good  reputation  in  the  boxing  and  wrestling  business  and 
who  has  no  record  of  having  violated  the  laws  and  regulations  governing  these 
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games.  The  number  of  licensees  is  relatively  small  and  the  scope  of  the  business 
sufficiently  limited  for  the  Commissioner  and  his  staff  to  have  a  general  knowl- 
edge of  the  reputations  of  the  majority  of  persons  engaged  in  it  throughout  the 
country. 

Number  of  Licenses,  by  Type,  in  Force  as  of  October  22.  19A9 

Type  of  License  Number  License  Fee 

Professional  boxer 

Semi-professional  boxer 

Professional  wrestler 

Managers  (of  boxers  and  wrestlers) 

Second (boxers' ) 

Referee 

Athletic  club  and  match-maker 

Announcer 

Timekeeper 

552 

Denial,  Suspension  and  Revocation  of  Licenses. 

The  Commissioner  does,  however,  at  his  discretion,  deny  and  revoke 
licenses  for  a  variety  of  reasons.  Permanent  suspension  of  boxers  and  wrestlers 
is  invoked  most  often  to  protect  their  physical  well-being.   The  Commissioner 
revokes  the  licenses  of  some  boxers  and  wrestlers  on  the  recommendation  of 
examining  physicians.  He  also  maintains  records  of  the  individual  performances 
of  all  boxers  and  permanently  suspends  those  with  a  history  of  successive  losses. 
Less  frequently  boxers  and  wrestlers  are  permanently  suspended  for  dishonest 
dealings,  such  as  breaking  contracts  and,  in  the  case  of  boxers,  for  deliberately 
allowing  opponents  to  win. 

Revocation  of  the  licenses  of  matchmakers,  promoters,  managers,  and 
others  is  rare.   It  is  usually  employed  as  a  penalty  for  constant  offenders 
guilty  of  successive  violations  of  the  laws  and  regulations,  no  one  of  which  would 
warrant  permanent  suspension.   It  has  been  the  practice  in  the  past,  however,  to 
revoke  the  licenses  of  athletic  clubs  and  organizations  whose  officers  have 
attempted  to  evade  payment  of  the  State  tax  on  gate  receipts  and  any  person  who 
is  known  by  the  Commissioner  to  be  involved  in  a  conspiracy  to  "fix"  a  boxing 
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match  is  immediately  and  permanently  suspended. 

As  discipline  for  less  serious  offenses,  licensees  are  fined  up  to 
and/or  suspended  temporarily  for  periods  usually  ranging  from  30  to  90  days  in 
duration.  These  penalties  are  most  often  invoked  against  boxers  for  failure  to 
give  theif  best  effort  during  a  bout  or  against  both  boxers  and  wrestlers  for 
unnecessary  roughness  or  intentional  fouling.  The  Commissioner  may  also  seize 
the  purse  (i.e.  earnings)  of  a  boxer  failing  to  give  his  best  effort.  Finally, 
contestants  are  temporarily  suspended  pending  recovery  from  injury  or  illness. 

It  has  also  long  been  a  practice  of  the  State  Athletic  Commissioner  to 
deny  the  application  for  a  license,  or  suspend  or  revoke  the  license,  of  any 
person  temporarily  or  permanently  suspended  in  other  States.   Notice  of  such 
suspended  persons  is  received  from  the  National  Boxing  Association  which  reports 
for  4.6  of  the  States  and  directly  from  the  New  York  Boxing  Commission,  which  is 
not  a  member  of  the  national  association.  Conversely,  the  Commissioner  notifies 
the  National  Boxing  Association  and  the  New  York  Boxing  Commission  of  all  persons 
suspended  in  Connecticut. 

During  fiscal  year  194-9  the  licenses  of  1U  boxers  were  permanently 
suspended,  11  of  whom  were  considered  physically  unfit  to  continue  at  the  game. 
The  licenses  of  7  other  boxers  and  1  wrestler  were  suspended  temporarily  for  other 
reasons.  Two  fines  were  imposed  on  boxers  who  failed  to  give  their  best  effort 
in  the  ring. 

Staging  of  Bouts,- 

Applications  for  permission  to  stage  professional  boxing  or  wrestling 
bouts  are  received  by  the  Commissioner  from  the  promoter  or  organization  sponsor- 
ing the  bout.  Accompanying  the  application  are:  a  list  of  managers,  seconds, 
timekeepers  and  referees  to  be  engaged  in  handling  the  bout;  a  copy  of  the  con- 
tract bia&ing  contestants  and  sponsor;  and  a  bond  for  the  sum  equivalent  to  the 
amount  of  cioney  called  for  in  the  contract  to  be  paid  to  contestants  and  officials. 
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The  Secretary  of  the  State  Athletic  Commissioner  reviews  the  applica- 
tions to  see  that  plans  for  staging  the  bout  are  in  keeping  with  the  Commissioner's 
regulations.   No  bouts  may  be  staged  on  Sundays  and  certain  holidays,  or  between 
the  hours  of  11:30  P.M.  and  8:00  A.M.;  all  bouts  must  be  held  in  buildings 
approved  for  such  use  by  the  fire  marshal  of  the  town  in  which  they  are  located; 
the  ring  must  meet  the  specifications  called  for  in  the  regulations  and  certain 
types  of  equipment  must  be  provided;  contestants  must  be  in  the  same  weight  class; 
and  boxers  must  have  no  more  than  three  nor  less  than  two  seconds  to  assist  them 
between  rounds.  If  plans  for  the  bout  are  in  order  and  if  the  Commissioner's 
records  show  that  all  parties  to  the  contest  are  licensed,  the  Secretary  issues  a 
permit  to  stage  the  bout  and  notifies  the  physician  and  inspector. 

At  2:00  P.M.  of  the  day  of  the  bout  contestants  report  to  the 
physician  and  inspector.  They  are  weighed  to  see  that  they  conform  with  the 
weight  limitations  prescribed  by  the  regulations  and  they  are  given  a  physical 
examination.  The  physician  must  certify  in  writing  to  the  inspector  that  con- 
testants are  physically  fit  before  the  bout  may  take  place. 

The  local  physician  and  inspector  also  are  present  at  the  bout.  The 
physician  attends  contestants  in  need  of  medical  aid  and  is  authorized  to  direct 
the  referee  to  stop  the  bout  if  a  contestant's  health  or  well-being  is  endangered. 

The  inspector  performs  a  variety  of  supervisory  duties.  He  supervises 
the  bandaging  of  boxers'  hands  and  weighs  their  gloves;  he  sees  that  contestants 
are  supplied  with  regulation  shoes  and  trunks  and  are  assisted  by  the  required  . 
number  of  seconds;  he  checks  the  ring  to  see  that  the  required  equipment  is 
available;  he  establishes  whether  the  sale  of  tickets  has  exceeded  the  allowed 
seating  capacity  of  the  building;  he  judges  the  performance  of  contestants  and 
seizes  the  purse  of  those  not  giving  their  best  efforts;  and  finally  he  makes  a 
record  of  the  attendance  and  receipts.  He  is  authorized  to  order  that  any 
irregularities  be  corrected  before  the  contest  is  allowed  to  go  on. 
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The  day  following  the  bout  the  inspector  submits  a  report  by  mail  to  the 
headquarters  office  detailing  the  outcome  of  the  contest,  the  attendance  and 
receipts,  the  tax  due  the  State  and  any  irregularities  incident  to  the  bout.  The 
promoter  or  club  sponsoring  the  bout  is  also  required  to  submit  a  report  of 
attendance  and  receipts  and  make  payment  of  the  State  tax  to  the  State  Athletic 
Commissioner  within  twenty-four  hours = 

The  Secretary  receives  the  tax  payment  and  forwards  it  to  the  State 

Treasurer.  If  it  is  a  boxing  match,  he  also  enters  the  outcome  of  the  match  in 

the  records  which  are  maintained  on  each  boxer.  Finally  he  brings  to  the 

attention  of  the  Commissioner  irregularities,  if  any,  incident  to  the  staging  of 

the  bout. 

Number  of  Professional  Boxing  and  Wrestling  Exhibitions  Staged 
During  Fiscal  Years  1948 .  and  ,194-9 

Professional  Boxing     Professional  Wrestling 
Exhibitions ^_ Exhibitions 

1948  275  127 

1949  179  74 
Successful  Phases  of  the  Agency's  Work. 

As  previously  noted  Connecticut  has  compiled  one  of  the  best  safety 
records  in  the  nation.  Connecticut  regulations  have  been  among  the  most  progres- 
sive and  there  have  been  no  ring  deaths  since  1923. 

The  supervision  of  bouts  has  been  strict  and  a  high  degree  of  uniformity, 
a  difficult  task  with  local  inspectors  performing  their  duties  on  a  part-time 
basis,  has  been  attained.  Kedical  examinations  are  as  thorough  as  those  given  in 
any  State.  And  the  referees  selected  by  the  Commissioner  have  enjoyed  reputations 
for  competence  and  honesty. 
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Weaknesses  In  the  Operation  of  the  Agency. 

Discounting  the  obvious  weakness  that  this  and  that  comparable  agencies 
in  other  states  are  providing  only  a  measure  of  protection  to  professional  boxers 
by  minimizing  the  danger  of  sudden  fatal  injury,  weaknesses  in  the  operation  of 
the  State  Athletic  Commission  are  potential  rather  than  real. 

The  character  of  both  professional  boxing  and  wrestling  is  almost  wholly 
determined  by  matchmakers  and  promoters  within  the  industry.  From  the  beginning 
of  regulation  these  groups  have  fought,  at  every  turn,  suggestions  to  reform 
professional  boxing.  They  have  resisted  all  new  proposals,  such  as  the  adoption 
of  oversized  gloves  and  the  wearing  of  gymnasium  head-guards  in  actual  ring 
battles,  and  have  complied  with  existing  regulations  only  when  they  have  been 
forced  to  do  so.  Public  policy  has  been  influenced  strongly  by  the  interests  of 
these  groups  for  the  simple  reason  that  regulating  officials  have  been  tradition- 
ally appointed  from  their  ranks.  Where  such  a  tradition  of  appointment  exists, 
as  it  does  in  Connecticut,  the  possibility  of  laxity  in  the  administration  of 
existing  regulations  is  always  present  and  the  probability  of  an  identification  of 
public  interest  and  the  interests  of  the  industry  is  strong. 

Issues  to  be  Resolved. 

The  issue  to  be  resolved,  then,  is  whether  the  determination  of  public 
policy  in  the  area  of  combatant  sports  will  continue  to  function  within  limits 
set  predominantly  by  the  controlling  groups  in  the  regulated  industry. 

Possible  Courses  of  Action. 

1.  The  State  Athletic  Commissioner  might  remain  as  it  is  now. 

2.  The  State  Athletic  Commissioner  could  be  abolished  and  his  functions 
vested  in  an  Inspector  of  Athletics  to  be  a  part  of  the  Secretariate  for  Public 
Safety,  as  proposed  in  Part  I  of  this  report. 
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C.  Recommendations 
Comments  on  Alternatives . 

1.  The  first  alternative  would  perpetuate  the  present  situation. 
Although  Connecticut  might  reasonably  expect  to  have  relatively  strict  supervision 
of  professional  boxing  and  wrestling,  the  present  possibility  of  laxity,  as  well 
as  the  limitations  on  progressive  development  of  policy,  would  continue.  It  is 
unfair  to  the  Governor,  furthermore,  to  expect  him  to  give  personal  supervision  to 
a  relatively  small  State  enterprise  of  this  character. 

2.  The  second  measure  would  have  the  advantage  of  rendering  the  Inspector 
of  Athletics  more  truly  independent  of  the  regulated  industry  than  the  present 
separately  organized  State  Athletio  Commissioner  is  likely  to  be.  As  a  result  the 
possibility  of  lax  administration  would  be  minimized  and  obstacles  to  the  progres- 
sive development  of  public  policy  in  this  area  would  be  lessened.  The  Secretary 
for  Public  Safety  would  be  better  able  to  supervise  this  field  of  regulation  than 
the  Governor,  and  the  change  would  in  no  way  complicate  efficient  administration 

of  the  laws  and  regulations  governing  the  conduct  and  supervision  of  professional 
boxing  and  wrestling. 

We  recommend  that  the  present  office  of  Commissioner  of  Athletics  be 
abolished,  that  its  functions  be  vested  in  an  Inspector  of  Athletics  (with  civil 
service  status)  in  the  Secretariate  for  Public  Safety.  The  Secretary  for  Public 
Safety  should  have  the  power  to  approve  regulations  governing  boxing  and  wrestling, 
and  to  supervise  the  work  of  the  Inspector  of  Athletics,  and  the  Governor  should 
be  relieved  of  these  direct  duties.  The  Secretary  for  Public  Safety  would,  of 
course,  be  responsible  to  the  Governor. 
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INSURANCE  DEPARTMENT 


DATA 


Independent  Insurance  Commissioner  established  1865. 

Department  head:  Insurance  Commissioner,  appointed  by  Governor 
with  the  consent  of  the  Senate. 

Tenure:  Term  of  4  years  from  July  1  of  the  year  of  his  appoint- 
ment. Removal  by  the  Governor  "for  cause". 

Salary:  ^9,000  per  annum. 

Statutory  qualifications  for  appointment:  The  Commissioner  must 
be  a  "suitable  person,  not  a  director,  officer,  or  agent  of 
an  insurance  company".  He  must  give  the  state  a  bond  of 
$10,000  before  entering  on  duty. 

Number  of  employees,  August  1,  1949:  53 

Appropriation  for  year  1949-1950:  $262,  235 


Illustrations 
For  illustrations  of  activity  of  the  Insurance  Department,  see 

1.  Pp.  7  -  10  on  licensing  and  examination  of  insurance 
companies. 

2.  Pp.  13  -  15  on  licensing  of  agents,  brokers,  and 
adjusters. 
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INSURANTS  DEPARTMENT 
A.  Background  and  "istory 

The  regulation  of  insurance  is  one  of  the  oldest  regu- 
latory functions  exercised  by  the  state  governments.  State 
legislatures  developed  regulatory  controls  over  the  licens- 
ing and  operation  of  insurance  companies  early  in  the  nine- 
teenth century,  however,  modern  life  insurance  regulation 
is  primarily  a  post-Civil  War  development.  Connecticut, 
for  example,  established  a  single,  independent  commissioner 
of  insurance  in  1865 » 

The  chief  objective  of  insurance  regulation  is  to 
protect  the  public  against  financially  unsound  insurance 
operations.  The  application  of  the  concept  of  government 
regulation  to  insurance  operations  has  never  been  seri- 
ously questioned  as  such.  The  insurance  business  is  pecu- 
liarly t;affected  with  the  public  interest".  Moreover  it 
combines  vast  possibilities  for  social  welfare  with  ex- 
ceptional opportunities  for  abuse.  In  practice,  regula- 
tion of  insurance  companies  varies  in  effectiveness  from 
state  to  state.  In  general,  the  states  in  which  the  larg- 
est companies  are  domiciled  have  tended  to  develop  the 
most  effective  regulation,  buch  states  as  New  York,  Con- 
necticut, New  Jersey,  Massachusetts,  California,  Minne- 
sota, and  Michigan  can  be  said  to  provide  collectively 
a  measure  of  national. regulation  of  a  business  which  no 
longer  is  limited  in  scope  by  state  political  boundaries. 
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In  the  past  ten  years  the  volume  of  insurance  busi- 
ness has  expanded  tremendously  and  the  impact  of  insur- 
ance activities  on  the  national  economy  has  become  more 
signigicant.  As  Justice  Black  recently  said: 

"Perhaps  ho  modern  commercial  enterprise  directly 
affects  so  many  persons  in  all  walks  of  life  as 
does  the  insurance  business.  Insurance  touches 
the  house,  the  family  and  the  occupation  or  the 
business^of  almost  every  person  in  the  United 
States." 

Connecticut  has  an  important  stake  in  the  insurance 
business.  The  combined  assets  of  Connecticut's  insurance 
companies  now  exceed  six  billion  dollars,  while  in  194$ 
the  premium  income  received  by  Connecticut  companies  was 
nearly  two  billion  dollars.  The  assets  oi  all  insurance 
companies  licensed  to  do  business  in  Connecticut  rose  from 
29.9  billion  dollars  in  1939  to  57  billion  dollars  in 
194& •  On   the  other  hand  citizens  of  Connecticut  tend  to 
exaggerate  the  relative  position  of  the  Connecticut  com- 
panies. Most  state  residents  are  surprised  to  know  that 
two-thirds  of  all  insurance  sold  in  Connecticut  is  sold 
by  out-of-state  companies. 

with  one  major  exception,  state  regulation  of  insur- 
ance has  remained  remarkably  stable  in  the  past  several 
decades.  Techniques  of  regulation,  such  as  licensing,  re- 
porting, and  inspection  were  worked  out  at  an  early  date 
and  have  been  revised  only  gradually  to  take  some  account 
of  the  growing  complexity  and  importance  of  the  insurance 

*  U.S.  ~.    South-Eastern  Underwriters  association,  322 
U.S.  533. 
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business.  Although  published  -\ri  1927,  E.¥.  Patterson's  pioneer 
study  of  The  Insurance  Commissioner  in  the  United  States  remains 
the  standard  an.- .lysis  of  steie  insurance  regulation. 
South-East ern  U.  id er writers  Association  Case 

The  exception  to  stabi3ity  in  the  regulatory  process  stems  from 
the  advert  of  he  national  government  in  the  insurance  field  in 
1944*  The  decision  of  th 5  United  States  Supreme  Court  in  the  case 
of  United  Stages  v.  South-Eastern  Underwriters  association  (322  U.S. 
533,  1944)  established  that  insurance  transacted  across  state  lines 
is  interstate  commerce,  and  is  therefore  subject  to  the  power  of 
Congress  to  regulate  interstate  commerce.  The  decision  of  the  Court 
was  folio  we,  3  in  1945  by  U.S.  Public  Law  15  of  the  79th  Congress, 
which  affirmed  the  intent  of  the  Congress  that  the  states  should 
regulate  the  business  of  insurance,  and  to  the  extent  that  they  d» 
regulate,  made  the  existing  anti-trust  legislation  inapplicable 
to  insurance  companies,  a  temporary  moratorium  period  of  blanket 
exemption  from  the  federal  anti-trust  acts  expired  on  January  1, 
1943. 

fr^m  1945  to  1948  state  legislatures  and  insurance  departments 
were  engaged  in  studying  proposals  ;o  implement  U.S.  Public  Law 
15  by  providing  for  state  regulation  of  the  rates  charged  by  fire 
and  casualty  insurance  companies/1'  On  the  whole,  rate  regulation 
by  the  states  is  largely  supervised  self-regulation  of  the  insur- 
ance business  by  rating  bureaus ,  which  are  established  and  financed 
by  the  insurance  companies  themselves.  The  major  results  of  the 


*  For  examples,  see  Public  acts  ho.  150  and  No.  lo3,  regulating 
casualty  and  fire  insurance  rates,  passed  by  the  1947  Session 
oi  the  General  Assembly  o*  Connecticut. 
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actions  stemming  from  the  South-Eastern  Underwriters  Association 
case  appear  to  be,  first,  some  further  development  of  rate  regula- 
tion by  the  states,  and  second,  the  continuation  of  the  regulation 
of  the  insurance  companies  at  the  state  level  until  the  national 
government  decides  to  act. 

State  regulatory  officials  are  banded  together  in  the  Nation- 
al Association  of  Insurance  Commissioners,  which  tries  to  provide 
for  more  uniform  regulation  by  the  several  states  and  to  raise  the 
standards  of  the  profession.  Officials  of  the  Connecticut  Insurance 
Department  are  active  in  the  work  of  the  National  .association. 
Commissioner  Allyn  is  now  the  vice-president  of  the  National  Asso- 
ciation and  chairman  of  zone  1  of  the  Association,  which  includes 
New  England  and  the  Middle  Atlantic  states. 

B.  Findings 

The  Insurance  Commissioner 

The  Insurance  Commissioner  of  Connecticut  is  appointed  by  the 
Governor  with  the  consent  of  the  Senate  for  a  term  of  four  years 
and  may  be  removed  only  "for  cause".  The  Commissioner  must  be  "some 
suitable  person,  not  a  director,  officer,  or  agent  of  an  insurance 
company"  (Sec.  6025"")  •  The  Commissioner  must  give  a  bond  to  the 
state  in  the  sum  of  ten  thousand  dollars  before  entering  upon  his 
duties  (Sec.  6028).  The  Commissioner  must  execute  all  insurance 
laws  faithfully,  provide  printed  forms  of  reports  which  insurance 
companies  must  file  with  him,  recommend  to  the  General  Assembly 
changes  in  the  insurance  laws,  and  submit  to  the  Governor  an  annual 


All  statutory  references  are  to  the  General  Statutes ,  1949  Kev, 
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report  of  his  official  acts  and  of  the  financial  condition  of  in- 
surance companies  doing  business  in  Connecticut  (Sec.  6029  -  30). 
In  addition  he  may  order  a  company  to  discontinue  illegal  and  im- 
proper methods  of  doing  business  (Sec.  6031),  and  shall  examine 
into  the  affairs  of  domestic  insurance  companies  at  least  once 
every  five  years  or  as  often  as  he  shall  deem  expedient,  except 
that  domestic  fraternal  benefit  societies  must  be  examined  at  least 
once  in  three  years  (Sec.  6032).  The  Commissioner  may  also  order 
insurance  companies  to  cease  the  issue  of  new  policies  if  its 
assets  fall  below  a  prescribed  level  in  relation  to  its  liabilities 
and  may  act  as  receiver  of  an  insolvent  domestic  company  under  his 
supervision  (Sec.  6033  -  35 )• 
Organization  of  the  Insurance  Department 

The  Insurance  Department  is  headed  by  the  Insurance  Commis- 
sioner and  his  deputy  commissioner  and  is  divided  into  the  Com- 
missioner's office  and  four  divisions: 

Professional 
'Employees 

Comissioner' s  Office  3 

Actuarial  and  Examinations 

Division        IB 

Agency  and  Claims  Division     2 

hating  Division  2 

Security  Division         1 


Cleric 
Staff 
6 

al 

Total 

Staff 

9 

14 
6 
1 

32 
8 

3 
1 

Total         26  27        53 

While  the  expenditures  of  the  Insurance  Department  have  in- 
creased in  the  past  few  years,  the  staff  has  remained  very  stable, 
except  for  the  establishment  of  the  Rating  Division  in  1946.  The 
increase  in  expenditures  is  due  mainly  to  various  general  salary 
increases. 
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Staff  and  Expenditures  of  the  Insurance  Department 


Fiscal  Year 

No. 

of  Employees 

Expenditures 

1937-33 

53 

$137,600 

1938-39 

53 

127,300 

1939-40 

49 

126,500 

1940-41 

50 

131,400 

1941-42 

49 

143,900 

1942-43 

46 

147,700 

1943-44 

48 

158,400 

1944-45 

49 

162,100 

1945-46 

50 

171,700 

1946-47 

56 

201,800 

1947-48 

56 

215,400 

1948-49 

53, 

231,200 

1949-50 

53* 

262,235** 

1950-51 

— 

280,lol** 

Source:  Annual  reports  of  Insurance  Commissioner 

*  As  of  Nov.  1,  1949 

#*  Appropriations,  not  expenditures 

Activities  of  the  Insurance  Department 

The  principal  activities  of  the  Insurance  Department  include 
the  licensing  of  insurance  companies  and  the  examination  of  com- 
panies licensed  to  do  business  in  the  state,  control  over  the  fin- 
ancial condition  of  licensed  companies,  control  over  policy  forms, 
control  over  rates,  the  licensing  of  agents,  brokers,  and  adjusters, 
and  the  adjustment  of  claims  and  complaints  directed  against  in- 
surance companies. 
1.  Licensing  and  Examination  of  Insurance  Companies 

Insurance  companies  must  be  licensed  by  the  Insurance  Depart- 
ment as  a  prerequisite  to  doing  business  in  Connecticut.  Each  lic- 
ense expires  annually  on  May  1  and  may  be  renewed,  revoked,  or 
cancelled,  a  company  applying  for  a  license  must  file  its  finan- 
cial statement,  a  copy  of  its  charter,  a  certificate  of  compliance 
with  laws  of  the  state  or  country  under  which  it  is  organized  and 
a  copy  of  the  last  examination  made  in  its  home  state.  Nonresident 
1  '  -i- 
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and  foreign  companies  must  also  give  power  of  attorney  to  the  In- 
surance Commissioner  to  accept  lawful  process  in  any  proceeding 
against  it  with  the  same  effect  as  if  it  were  a  domestic  corpora- 
tion. 

The  actuary  and  the  deputy  commissioner  review  company  appli- 
cations for  license  and  examine  particularly  the  capital  structure 
of  the  company  and  its  investment  portfolio,  a   license  is  granted 
if  the  Department  determines  that  the  company  is  financially  sound 
and  meets  specified  financial  qualifications.  A  fee  of  $25*00  is 
charged  for  the  filing  of  all  documents  prerequisite  to  the  issu- 
ance of  a  license,  and  a  fee  of  $10.00  is  charged  for  an  annual 
license.  Revocations  of  licenses  have  been  very  rare.  The  actuary 
of  the  Department  stated  that  only  three  licenses  have  been  re- 
voked or  cancelled  in  the  past  two  years. 
Number  of  Insurance  Commpanies  Licensed  on  November  15,  1949 

Connecticut  Stock  Fire  15 

"  Mutual  Fire  13 

"  Life  5 

"  Savings  Bank  Life  8 

"  Casualty  8 

"  Assessment  1 

"  Fraternal  4 

"  Title  6 

"  Hospital  Service  1 

"  Medical  Service  1 

Total  Domestic  62 

Nonresident  Stock  Fire  154 

M'utal  Fire  61 

Reciprocal  (Fire)  7 

Life  52 

Stock  Casualty  74 

Mutual  Casualty  22 
Reciprocal  (Casualty)  1 

Assessment  2 

Fraternal  51 

Title  2 

Total  Nonresident  426 


Con.  next  page) 
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Number  of  Insurance  Companies  Licensed  on  November  15,  1949 

(Continued) 

Foreign  Fire  34 

"     Life  2 

"     Casualty  7_ 

Total  Foreign  43 

Grand  Total         531 

Source:  Prepared  by  the  Insurance  Department 

Company  examinations  are  under  the  general  supervision  of  the 

Actuary  and  Director  of  Examinations.  The  examining  force  consists 

of  three  chief  examiners  for  life,  fire,  and  casualty  companies 

respectively,  and  thirteen  examiners  of  varying  rank.  Examiners 

are  employed  at  the  following  grades  and  salaries  under  state  civil 

service  laws: 

Grade  Salary  Range 
examiner  $3l20-$4200 
senior  examiner  4380-  55$0 
principal  examiner  5100-  67$0 
chief  examiner  60b0-  7260 
actuary  and  director  of  examina- 
tions bl+l$0-   76^0 

All  domestic  insurance  companies  must  be  examined  at  least  every 
five  years.  Fraternal  benefit  societies  must  be  examined  trienni- 
ally;  the  insurance  department  of  each  savings  and  insurance  bank 
and  the  Savings  Bank  Life  Insurance  Fund  must  be  examined  bienni- 
ally and  the  Connecticut  Hospital  bervice,  Inc.,  annually. 

The  staff  and  time  required  to  complete  an  examination  depends 
upon  the  size  and  complexity  of  each  company.  An  examination  of  the 
Aetna  or  Travelers  insurance  companies  usually  requires  about  nine 
months'  work  by  the  full  staff  of  examiners.  The  cost  of  examina- 
tion is  assessed  against  the  companies.  Under  the  "convention"  sys- 
tem of  examination,  administered  by  the  National  Association  of  In- 
surance Commissioners,  examiners  from  other1  states  may  participate 
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in  the  examination  of  a  Connecticut  which  does  business  in  many- 
states.  Similarly  a  Connecticut  examiner  may  participate  in  the 
examination  of  a  non-resident  company  from  time  to  time.  In  the 
past,  convention  examinations  have  been  a  source  of  difficulty  to 
states  like  New  York,  New  Jersey,  Massachusetts,  and  Connecticut, 
which  have  very  large  domestic  insurance  companies.  Out-of-state 
examiners  have  frequently  been  poorly  selected  or  badly  qualified 
as  examiners  and  have  often  been  more  of  a  hindrance  than  a  help 
to  the  resident  examiners.  Frequently  the  non-resident  examiner  on 
a  Convention  examination  is  paid  by  the  company  being  examined  at 
rates  higher  than  those  received  by  the  resident  examiners. 

The  object  of  an  examination  is  to  verify  and  determine  the 
financial  position  of  the  company.  Examiners  verify  all  assets  and 
liabilities,  make  an  actual  inventory  of  all  securities  and  pro- 
perty, and  attempt  to  gain  some  insight  into  the  quality  and  com- 
petence of  the  management.  Since  the  income  and  contract  liability 
of  insurance  companies  have  increased  markedly  since  1940,  examina- 
tions have  become  more  technical  and  time-consuming.  Examinations 
are  conducted  according  to  the  provisions  of  the  Manual  of  Conven- 
tion Examination  Practice  and  Procedure  of  the  National  Association 
of  Insurance  Commissioners. ''" 
2.  Control  over  Financial  Conditions  of  Insurance  Companies 

a.  Each  insurance  company  doing  business  in  Connecticut  must 
file  an  annual  financial  report  on  or  before  march  1.  The  reports 
are  audited  by  the  examining  staff  during  March  and  April  (Sec. 6077) 


*  This  manual  was  prepared  by  a  subcommittee  of  the  Association 
whose  chairman  was  Commissioner  Allyn  of  Connecticut. 
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The  audited  reports  form  the  basis  of  decision  respecting  the  poss- 
ible annual  renewal  of  company  licenses  on  iiay  1.  The  Commissioner 
may  require  a  company  to  submit  quarterly  reports  if  its  condition, 
appearsto  be  doubtful, 

b.  Each  licensed  insurance  company  must  maintain  reserves  e- 
qual  in  amount  to  its  liabilities  under  all  policy  contracts.  A 
Valuation  Unit,  composed  of  12  women,  compute  the  policy  reserve 
liability  of  each  domestic  life  insurance  company  annually.  Each 
domestic  life  insurance  policy  is  represented  by  a  file  card.  For 
four  of  the  five  domestic  life  insurance  companies,  Hollerith  mach- 
ines are  used  to  record  the  necessary  data.  The  Hollerith  cards 
are  punched  by  the  insurance  companies  and  checked  and  sorted  by 
the  Valuation  Unit.  The  Department  issues  to  the  companies  in  Feb- 
ruary annual  certificates  indicating  the  net  value  of  all  policies 
in  force.  The  insurance  companies  order  additional  copies  to  be 
sent  to  other  state  departments  of  insurance.  Such  certificate  is 
accepted  by  all  states  in  which  the  companies  are  licensed. 

c.  The  approval  of  the  Commissioner  is  required  before  a  com- 
pany may  reduce  its  capital  stock.  More  significantly,  companies 
may  not  be  licensed  unless  they  meet  the  prescribed  statutory  re- 
quirement of  "cash  capital,  paid  up  and  securely  invested".  Divi- 
dends may  not  be  paid  by  a  domestic  life  insurance  company  to  its 
stockholders  unless  its  assets  exceed  by  the  amount  of  such  divi- 
dends the  amount  of  its  capital  stock  and  all  of  its  liabilities. 

d.  Certain  investments  are  forbidden  to  domestic  insurance  com- 
panies. For  example,  a  domestic  life  insurance  company  may  not  in- 
vest in  stocks  of  any  mining  company,  nor  in  the  common  stocks  of 
any  manufacturing  company  except  pas  and  electric  public  service 
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companies,  nor  in  the  stock  of  any  private  corporation  which  dur- 
ing the  previous  five  years  did  not  pay  cash  dividends  of  at  least 
3|  percent  per  annum  on  the  par  or  stated  value  of  the  stock;  nor 
in  the  bonds  of  any  private  corporation  which  has  defaulted  in  the 
regular  interest  payments  during  the  preceding  five  years.  The  a- 
bove  prohibitions  are  qualified  by  the  proviso  that  a  domestic  life 
insurance  company  may  invest  up  to  five  percent  of  its  total  ad- 
mitted assets  in  loans  or  investments  which  do  not  qualify  under 
other  statutory  provisions  (See  Sec.  6171-2).  Similar  restrictions 
are  placed  on  permissible  loans  made  by  domestic  life  insurance 
companies  (Sec.  61bB)0 

e.  The  amalgamation  of  life  insurance  companies  can  take  place 
only  in  accordance  with  statutory  provisions  relating  to  public 
notice  with  respect  to  the  terms  and  conditions  of  any  proposed 
amalgamation  or  consolidation  and  a  public  hearing  before  a  Com- 
mission composed  of  the  Insurance  Commissioner  and  the  insurance 
commissioners  of  two  other  stctes  designated  by  the  Insurance  Com- 
missioner of  Connecticut  (Sec.  6163-5).  With  respect  to  insolvent 
companies,  the  Commissioner's  authority  is  quite  broad.  TTienever 
a  domestic  insurance  company  is  insolvent  or  refuses  to  submit  its 
books  and  records  for  examination,  or  is  found  upon  examination  "to 
be  in  such  condition  that  its  further  transaction  of  business  will 
be  hazardous  to  its  policyholders  or  to  its  creditors  or  to  the 
public",  etc.,  the  Commissioners,  through  the  Attorney  General,  may 
institute  action  for  receivership  (Sec.  6035 )• 
3.  Control  over  Policy  Forms 

Standard  policy  forms  are  prescribed  by  statute  for  fire  in- 
surance (Sec.  6105-6,  6108-9).  Certain  standard  provisions  of  accid- 
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ent  and  health  are  prescribed  by  statute  (dec.  6173-6181).  In  ad- 
dition the  actuary  reviews  and  approves  policy  forms  covering  life, 
accident  and  health,  and  workmen's  compensation  insurance. 

4.  Control  over  Rates 

Following  the  enactment  of  U.S.  Public  Law  15  in  1945 ,  the 
Connecticut  General  Assembly  passed  laws  providing  for  the  regula- 
tion of  fire  and  marine  insurance  rates  (Chap.  294,  Gen.  Stat., 
1949  Rev.)  and  to  certain  forms  of  casualty  insurance  (Chap.  297, 
Gen.  Stat.,  1949  Rev.),  Under  the  statutes,  rates  for  fire  and  mar- 
ine insurance  and  for  certain  forms  of  casualty  insurance  "shall 
not  be  excessive,  inadequate,  or  unfairly  discriminatory"  (Sec. 
6023,  a-4>  6124,  a-2).  Rates  of  insurance  in  these  fields  are  sub- 
mitted to  the  Rating  Division  of  the  Insurance  Department,  which 
reviews  them  and  makes  a  recommendation  for  approval,  modification, 
or  disapproval  to  the  Commissioner. 

In  practice,  rate  regulation  of  fire  and  casualty  insurers  in 
Connecticut  is  handled  by  eleven  rating  bureaus  licensed  by  the 
Insurance  Department  and  financed  by  the  member  companies.  The  rat- 
ing bureaus  submit  schedules  of  rates  for  their  member  companies 
for  the  approval  of  the  Department.  Vath  only  a  staff  of  two  pro- 
fessional people  in  the  Rating  Division,  the  Department  cannot  make 
an  independent  review  of  a  rate  schedule.  Rate  regulation  appears, 
therefore,  to  be  largely  nominal. 

5.  Licensing  of  Agents,  Brokers,  and  Adjusters 

The  Agency  and  Claims  Division  of  the  Insurance  Department 
administers  laws  and  regulations  relating  to  agents,  brokers,  and 
casualty  and  public  adjusters.  The  primary  duty  of  the  Division  is 
the  protection  of  the  Connecticut  citizens  through  the  prevention 


-14-  Page  187 

of  illegal  and  unethical  practices  in  the  sale  of  insurance.  Under 
Connecticut  statutes,  all  agents,  brokers,  and  adjusters  must  be 
licensed  annually  by  the  Commissioner  as  a  prerequisite  to  doing 
business  in  the  st^te.  In  order  to  ascertain  his  qualifications 
and  fitness,  each  applicant  for  a  license  must  pass  a  written  en- 
trance examination  with  a  minimum  mark  of  $0.  Examinations  are  held 
on  Mondays,  Wednesdays,  and  Fridays,  and  consist  of  fifty  questions 
taken  from  a  questionaire  booklet  issued  by  the  Department.  Four- 
teen questions  deal  generally  with  the  insurance  business,  while 
thirty-six  deal  with  a  specific  line  of  insurance.  If  an  applicant 
wishes  to  sell  more  than  one  line  of  insurance,  he  must  qualify  for 
a  license  in  each  line  separately.  In  194&>  14^3  examinations  were 
given  to  1099  applicants.  Failures  on  examination  now  average  a- 
bout  eight  percent.  The  number  of  failures  is  highest  in  the  accid- 
ent and  health  insurance  field. 

No  application  for  an  agent's  license  is  accepted  by  the  De- 
partment and  no  applicant  for  an  agent's  license  is  permitted  to 
take  a  qualifying  examination  until  an  insurance  company  files  his 
name  as  acceptable  to  the  company  as  its  agent.  This  means  that 
the  licensing  of  agents  is  effectively  controlled  by  the  companies 
in  their  own  interest,,  The  Department  has  considered  stiffening 
the  examination,  especially  in  casualty  insurance.  The  companies 
oppose  efforts  to  make  the  examinations  more  difficult  while  agents 
who  already  have  their  licenses  prefer  a  more  difficult  examination 
which  would  reduce  the  number  of  new  agents « 

The  Department  now  has  reciprocity  agreements  concerning  the 
licensing  of  agents,  brokers,  and  adjusters  with  fifteen  states. 
Connecticut  will  license  a  resident  of  these  states  if  he  has  a 
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license  in  his  home  state  and  if  his  home  state  will  treat  a  Con- 
necticut resident  agent  or  broker  similarly.  No  license  fee  is 
charged  a  non-resident  unless  his  home  state  charges  a  fee  for 
non-residents. 

More  than  9,000  agents  and  adjusters  are  licensed  in  Connec- 
ticut 0 

Resident  Non-resident  Total 

Agents         7590  "     $EB  8156 

Brokers          36           716  752 

Adjusters  6^4 

The  8156  licensed  agents  actually  hold  36,939  licenses.''*  The  De- 
partment appears  to  discourage  the  licensing  of  resident  brokers. 
The  policy  of  discouragement,  whatever  its  motivation  and  purpose, 
is  consistent  with  the  effort  of  the  insurance  companies  to  control 
the  licensing  process  as  far  as  possible. 

The  Commissioner,  after  "reasonable  notice  to  and  hearing  of 
any  holder  of  such  a  license,  may  suspend  or  revoke  such  license 
for  cause"  (Sec.  6061).  Any  action  of  the  Commission  with  respect 
to  a  particular  license  or  application  may  be  appealed  by  petition 
to  the  Superior  Court  for  Hartford  County. 
6.  Adjustment  of  claims  and  complaints 

The  Agency  and  Claims  Division  receives  complaints  from  the 
public  directed  against  the  companies  and  agents.  The  Division  ad- 
vises people  of  their  rights  under  existing  contracts.  There  were 
approximately  750  claims  and  complaints  during  the  calendar  year 
1948.  The  Department  has  no  authority  to  order  a  company  to  pay  any 
individual  claim  although  it  may  indicate  to  a  company  what  it  con- 
siders to  be  an  equitable  adjustment  of  a  disputed  claim.  If  no 
settlement  is  made,  the  complainant  is  informed  that  a  court  must 


*  nn  agent  must  have  a  separate  license  for  each  company  which  he 
represents. 


-16-  Page  139 

resolve  the  issues.  A  record  is  kept  of  the  number  and  nature  of 
complaints  or  claims  against  each  company.  If  the  number  appears 
to  be  excessive,  the  Department  may  investigate  the  business  prac- 
tices of  the  company  or  it  may  hold  a  hearing  with  company  offic- 
ials (  Sec.  6031). 
7.  Control  over  business-getting  methods 

The  Insurance  Department  has  broad  authority  to  control  the 
business  methods  of  insurance  companies.  Any  misrepresentation  by 
a  company  or  agent  regarding  the  terms  and  conditions  in  a  policy 
for  the  purpose  of  inducing  a  policy  owner  to  change  his  insur-  • 

ance  is  subject  to  a  fine  of  five  hundred  dollars  and  thirty  days 
in  prison  (Sec.  6079) •  False  advertisements  with  respect  to  a  com- 
pany's financial  position  is  subject  to  fine  (Sec.  60S0-2).  Prem- 
ium rebates  and  other  special  favors  are  outlawed  (Sec.  60$3).  Dis- 
crimination by  life  insurance  companies  in  favor  of  individuals  is 
prohibited  (Sec.  6139),  and  discrimination  by  life  insurance  com- 
panies against  negroes  is  specifically  prohibited  (Sec.  6140-2). 

Weaknesses  in  Operation  of  the  Insurance  Department 

1.  The  top  management  of  the  Insurance  Department  is  weak.  The 
.actuary  and  Director  of  Examinations  Carries  the  main  burden  of 
daily  administration  but  is  unable  to  devote  sufficient  time  te 
planning  and  supervising  the  functions  of  examination  and  auditing. 
The  Deputy  Commissioner  does  not  appear  to  function  as  a  manager 

of  operations  and  is  useful  primarily  as  a  specialist  on  the  invest- 
ment practices  of  insurance. 

2.  Unlike  the  Banking  Department,  the  Insurance  Department  has 
failed  to  develop  a  program  of  inservice  training  which  might  im- 
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prove  the  professional  capacity  of  the  examiners  and  provide  a  me- 
thod for  identifying  those  examiners  who  are  ready  for  additional 
responsibilities. 

3.  There  is  no  strong  tradition  of  independence  in  the  Depart- 
ment in  its  relationships  with  the  larger  insurance  companies  in 
Connecticut.  In  part  this  condition  is  an  inevitable  result  of  the 
traditional  practice  of  Governors  to  appoint  commissioners  on  the 
basis  of  partisan  political  considerations.  In  a  comparatively 
small  department  like  the  .Insurance  Department,  strong  leadership 
by  the  Commissioner  is  crucial  from  the  point  of  view  of  develop- 
ing a  spirit  and  incentive  on  the  part  of  the  staff  to  do  an  effec- 
tive regulatory  job. 

4.  There  is  a  lack  of  research  in  the  Department  on  some  ma- 
jor questions  of  insurance  practice.  No  consideration  has  been  giv- 
en, for  example,  to  the  significance  of  private  placements,  that 
is,  the  direct  negotiation  of  loans  between  life  insurance  compan- 
ies and  corporate  borrowers,  instead  of  the  issuance  and  sale  of 
securities  through  underwriting  channels,  Nor  hus  much  attention 
been  given  to  the  need  for  research  in  connection  with  the  review 
and  approval  of  rates. 

5.  hate  regulation  is  still  nominal  rather  than  real.  Obviously 
a  staff  of  two  professional  employees  is  inadequate  to  make  an  in- 
dependent study  of  the  reasonableness  and  equitableness  of  rates 

in  the  complex  fields  of  fire  and  casualty  insurance.  The  Depart- 
ment now  tends  to  provide  a  small  measure  of  regulation  of  rating 
bureaus  rather  than  the  rates  themselves.  It  has  initiated  no  cases 

for  reduction  of  rates,  as  Marshall  Dimock  reports: 

"This  .  .  .  so-called  self-regulation  is  naturally  the  seed 
bed  of  much  potential  abuse,"'' 

*  Marshall  Dimock,  Business  and  Government  (New  York,  1949),  p.  5$5 • 
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If  the  states  are  to  forestall  collusion  in  the  setting  of  rates 
and  consequent  demands  for  federal  rate  regulation,  they  must  de- 
velop a  capacity  to  deal  more  effectively  with  rates. 

6.  In  order  to  avoid  even  the  suspicion  of  collusion,  the  staff 
of  the  Insurance  Department  should  be  prohibited  from  serving  sim- 
ultaneously as  private  consultants  to  insurance  companies.  In  par- 
ticular, staff  officials  who  deal  with  actuarial  and  investment 
problems  must  be  above  suspicion  of  partiality  toward  companies 
subject  to  regulation. 

7.  There  appears  to  be  no  workable  alternative  to  the  practice 
of  channeling  the  licensing  and  control  of  agents  through  insurance 
companies.  However  there  appears  to  be  no  justification  for  the 
practice  of  discrimination  against  resident  brokers.  To  the  layman, 
a  broker  who  provides  a  real  service  at  low  margin  of  profit  appears 
to  be  more  useful  than  an  apent  who  obtains  a  commission  of  twenty 
percent  despite  the  fact  that  he  performs  little  or  no  service  in 
protecting  the  citizen. 

6.  It  seems  desirable  to  place  more  emphasis  in  examination 
on  managerial  practices  of  insurance  companies.  The  large  insurance 
companies  now  wield  a  tremendous  influence  in  the  nation's  invest- 
ment markets.  The  direction  of  these  companies  has  a  direct  bearing 
on  the  economic  welfare  of  the  country.  The  consideration  of  mana- 
gerial practices  now  given  in  the  examination  process  is  not  ade- 
quate to  protect  the  public's  stake  in  efficient  and  solvent  insur- 
ance companies. 
Broad  Issues  to  be  Resolved 

The  major  issue  with' respect  to  the  Insurance  Department  is 
closely  identified  with  the  major  issues  concerning  the  Banking  De- 
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partment  and  Public  Utilities  Commission. ''"  .as  an  independent  depart- 
ment, it  is  prevented  from  contributing  its  knowledge  and  experience 
to  the  solution  of  economic  problems  facing  the  state.  Although  it 
is  active  in  an  area  which  has  a  direct  impact  on  the  economic  af- 
fairs of  the  state  and  its  citizens,  it  is  unable  to  help  make  the 
state  alert  to  emerging  economic  problems,  hs  stated  in  the  report 
on  the  Banking  Department,  ;'the  issue  to  be  resolved  can  be  stated 
as  follows:  Should  the  Department  contribute  to  the  making  of  pol- 
icy affecting  the  economy  of  Connecticut,  and  should  the  state's 
total  economic  program  and  the  condition  of  the  state  and  national 
economy  have  any  bearing  on  the  development  of  /insurance/  policy?" 
If  so,  how  can  the  state's  activities  in  the  insurance  field  best 
be  organized? 
Possible  Courses  of  Action 

There  are  three  possible  courses  of  action: 

1.  The  Insurance  Department  could  remain  as  an  independent 
agency  concentrating  its  attention  on  insurance  examinations  and 
licensing. 

2.  The  Department  could  be  merged  with  the  Banking  Department 
as  a  Department  of  Banking  and  Insurance. 

3.  The  Department  could  be  transferred  to  a  Secretariat  e  for 
Economic  Affairs,  which  would  include  the  Banking  Department,  In- 
surance Department,  Public  Utilities  Commission,  and  other  depart- 
ments as  outlined  in  Part  I  of  this  report. "'"'" 


See  p.  38  of  this  report,  for  example. 
'•   See  pp.  10-12  of  this  report. 
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Insurance  activities  in  the  states  are  organized  at  present 
as  follows: 

No.  of  States 

1.  Separate  Insurance  Department, 

Commission,  or  Division  33 

2.  Department  of  Banking  and  Insurance         4* 

3.  Department  of  Commerce  or 

Business  Regulation  5""" 

4.  Corporate  Commission  2 

5.  Miscellaneous  state  officers  4 

48 

C.  Recommendations 

1.  The  first  possibility  makes  no  attempt  to  remedy  the  basic 
weakness  of  the  Department  and  is  therefore  unsatisfactory. 

2.  The  second  plan  does  combine  two  somewhat  related  functions 
in  one  agency.  However  the  experience  of  states  which  have  combined 
banking  and  insurance  functions  is  not  encouraging.*** 

3.  A  new  Secretariate  for  Economic  Affairs  embracing  insurance, 
banking,  public  utilities,  and  other  key  economic  regulatory  func- 
tions has  the  significant  advantage  of  providing  the  broad  perspec- 
tive required  for  the  consideration  of  matters  of  economic  policy. 
The  new  Secretariate,  under  the  direction  of  the  Secretary  for  Econ- 
omic Affairs,  could  provide  some  badly  needed  basic  economic  anal- 
ysis as  a  tool  of  effective  regulation  of  economic  affairs.  The 
insurance  functions  would  be  organized  in  an  Insurance  Department 

of  the  Secretariate  for  Economic  Affairs.  The  Insurance  Commission- 
er would  be  appointed  by  the  Governor  without  legislative  confirma- 
tion but  upon  the  recommendation  of  the  Secretary  for  Economic 


*  Mass.,  N.J.,  Tenn.,  Vt.. 

**  Ala.,  R.I..,  Utah,  Ky. ,  Mo. 

###  For  fuller  comment,  see  p.  39  of  this  report. 
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Af fairs.  He  would  be  fully  responsible  to  the  Secretary  for  the  di- 
rection of  the  activities  of  the  Insurance  Department  and,  under 
the  direction  of  the  Secretary,  would  participate  in  the  prepara- 
tion of  studies  of  economic  problems  facing  Connecticut. 

4.  The  inclusion  of  the  Insurance  Department  in  the  proposed 
Secretariate  for  Economic  Affairs  would  help  to  remedy  the  weak- 
nesses in  the  present  operation  of  the  Department.  Supervision  by 
the  secretary  for  Economic  Affairs  would  tend  to  make  the  Insur- 
ance Department  more  objective  and  vigorous  in  its  dealings  with 
the  industry.  The  development  of  an  economic  research  staff  by  the 
Secretariate  would  strengthen  the  rate-making  function  in  the  De- 
partment and  would  provide  a  more  objective  basis  for  the  regula- 
tion of  insurance  in  Connecticut.  The  Secretary  would  also  be  able 
to  encourage  the  development  of  regulatory  policies  common  to  the 
Insurance  and  Banking  Departments  and  the  Public  Utilities  Commis- 
sion with  respect  to  such  matters  as  the  practice  of  state  employ- 
ees^ of  serving  as  private  consultants  to  businesses  subject  to 
regulation  and  the  formulation  of  criteria  for  appraising  the  mana- 
gerial practices  of  companies  subject  to  regulation.  Finally  the 
Department  would  be  given  an  opportunity  to  contribute  its  know- 
ledge and  experience  to  the  solution  of  economic  problems  facing 
the  state. 

5.  The  Insurance  Commissioner  should  receive  a  salary  consis- 
tent with  his  important  functions  and  duties,  a  salary  of  $15,000 
is  recommended.  (  Present  salary,  )9,000).  The  Insurance  Commis- 
sioner must  deal  with  business  executives  whose  earnings  and  pres- 
tige are  high  in  the  business  community.  Above  all  he  must  have 
complete  integrity  and  high  competence,  a  higher  salary  is  needed 
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to  help  place  the  Commissioner  in  a  better  position  to  protect 
the  public  interest  and  to  represent  the  state. 


